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8.0 PROCESSING LIMITSON SPECIESOTHER THAN BSAl POLLOCK

Chapter 8 examines theimpacts of limiting processing of GOA groundfish, BSAI crab, and BSAI non-pollock
groundfish by processors digibleto participatein pollock cooperatives. The analysis examines the language
inthe AFA, analyzes the structure of the industry, and develops 10 specific options to implement processing
limits, sometimesreferred to as* processing sideboards’. It then estimates limits based on the structure of the
industry and options specified. Conclusions are drawn regarding the efficacy of the options in fulfilling the
mandates of the AFA.

The AFA requires the Council to submit measures by July 1999 to “protect processors not digible to
participate in the directed pollock fishery from adverse effects as aresult of this Act or fishery cooperatives
inthedirected pollock fishery.” These processors are collectively referred to as "non-AFA processors.” Inthe
November 1998, December 1998, and February 1999 Council meetings, representatives of non-AFA
processorsexpressed concern about spillover effectsof the AFA, and offered several suggestionsfor mitigating
those potential impacts.

Specific language about processing restrictions for the 20 AFA-digible catcher processors is found in
§211(b)(3) and §211(b)(4):

(3) BERING SEA PROCESSING.—T he catcher/processors digible under paragraphs (1) through
(20) of section 208(e) are hereby prohibited from—
(A) processing any of the directed fishing allowances under paragraphs (1) or (3) of section
206(b); and
(B) processing any species of crab harvested in the Bering Sea and Aleutian Islands
Management Area.
(4) GULF OF ALASKA.—The catcher/processors digible under paragraphs (1) through (20) of
section 208(e) are hereby prohibited from—
(A) harvesting any fish in the Gulf of Alaska;
(B) processing any groundfish harvested from the portion of the exclusive economic zone off
Alaskaknown as Area 630 under thefishery management planfor Gulf of Alaskagroundfish;
or
(C) processing any pollock in the Gulf of Alaska (other than as bycatch in non-pollock
groundfishfisheries) or processing, intheaggregate, atotal of morethan 10 percent of the cod
harvested from Areas 610, 620, and 640 of the Gulf of Alaska under the fishery management
plan for Gulf of Alaska groundfish.

Section 211(c) includes specific language discussing processing limits for BSAI crab for AFA-digible
motherships and inshore processors:

(2) BERING SEA CRAB AND GROUNDFISH.
(A) Effective January 1, 2000, theownersof themothershipseligibleunder section208(d) and
the shoreside processors digible under section 208(f) that receive pollock from the directed
pollock fishery under a fishery cooperative are hereby prohibited from processing, in the
aggregate for each calendar year, more than the percentage of the total catch of each species
of crab in directed fisheries under the jurisdiction of the North Pacific Council than facilities
operated by such owners processed of each such speciesintheaggregate, on average, in 1995,
1996, 1997. For the purposes of this subparagraph, the term “facilities” means any
processing plant, catcher/processor, mothership, floating processor, or any other operation
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that processes fish. Any entity in which 10 percent or more of the interest is owned or
controlled by another individual or entity shall be considered to bethe same entity asthe other
individual or entity for the purposes of this subparagraph.

Other sections of the AFA provide additional directives to the Council, paraphrased below:

1 The Council cannot alter thelist of digible processors, unlessthe TAC increases or an eigible plant
islost.

2. By July 1999 the Council must recommend measuresto “ protect processors not digibleto participate
in the (BSAI) directed pollock fishery from adverse effects of the AFA or fishery cooperatives...”.

3. TheCouncil must havein place by January 2000 measuresto prevent AFA motherships and shoreside

processors from processing, in aggregate, a greater percentage of the total catch of BSAI crab than
they processed in 1995-1997 (on average).

4, The Council must submit measures to establish excessive share caps for harvesting and processing of
all groundfish and crab in the BSAI, though under no time certain.
5. TheCouncil can develop any other measuresit deems necessary (at any time) to protect other fisheries

and participants under its jurisdiction from adverse impacts caused by the AFA or co-ops in the
directed pollock fishery.

Non-AFA processors have testified to the Council that their basic concern is that AFA processors will have
a competitive advantage that may allow them to use economic and operational leverage to increase their
positionsin processing other species. In effect resources normally spent ensuring AFA processorstheir share
of the BSAI pollock fishery, may now be freed up to gain processing shares of other fisheries.

In response the Council has chosen to include the concept of AFA processing limits for all groundfish in the
GOA, all groundfish other than pollock in the BSAI, and all crab inthe BSAI. Thelimits would apply to all
AFA processors and would be based on the processing shares of AFA processors during theyears 1995, 1996,
and 1997, or alternatively just 1996 and 1997.

There arethreelevels at which processing limits could be applied for each species:

1 Single overall limit for all AFA-digible processors
2. Sector limits: Onshore, M othership and Catcher processors
3. Individual limits

Within each level there are at least three layers of facilities that could be included and thus restricted by the
limits:

1 All plants and vessdls that are AFA-digible
2. All facilities owned by companies that own AFA-dligible plants and vessdls
3. All facilities associated with entities that combine facilities through a 10 percent ownership

link.t

*For purposes of this analysis, this language of §211(c)(2)(B) defining entities is called “the 10% Ownership Rule’.
The 10% Ownership Rule will be applied as follows:
If acompany has a 10 percent or more ownership stake in an AFA-dligible processing facility, then all other
processing facilities in which that company has a 10 percent ownership will also be considered part of the
AFA-entity. For purposes of the analysis, the lease of afacility will be considered ownership of that facility.
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The nine permutations of the above levels and layers are analyzed as options along with one additional option,
whichwould apply individual company processing limits, but would includeonly AFA-digiblefacilitieswithin
those companies.

Theanalysisfirst considersthe perspectives of both non-AFA processorsand AFA processors and of economic
theory. Next, the analysis provides an overview of the structure and ownership of the groundfish processing
industry. The analysis then focuses on specific options for processing limits. Decision points are identified
that the Council will need to address in developing its preferred alternative. Embedded in thelist of decision
pointsisthe question of how the processing limits should be applied, with specific definitionsfor the 10 options
referred to in the previous paragraph. Following thelist of decision points, the analysis examines each of the
10 options with implementation steps, tables showing the specific processing limits, and an assessment of
impacts for each. The final section of the chapter summarizes the processing limit options and presents
conclusions regarding their feasibility.

8.1 Perspectives on the Need and Objectives for Processing Limits
8.1.1 Perspectives of Non-AFA Processors

Processorsthat have not participated in the BSAI pollock fisheriesin the past will not beallowed to participate
in cooperatives for BSAI pollock. They believe that participants in cooperatives will be able to leverage the
relative certainty of cash flowsinthe BSAI pollock fisheriesto obtain a competitive advantage in non-pollock
fisheries, and thus increase their processing share of non-pollock fisheries. Here is a summary of views
expressed by non-AFA processors:

. Inshore processors will move from 36 percent of the total pollock TAC under inshore-offshore
allocations approved by the NPFMC in 1998 to 45 percent of the total under AFA. This increase
alonehasthepotential toincreaserevenueand profitsfor AFA inshoreprocessorsrdativeto non-AFA
Pprocessors.

. AFA processors operating in cooperatives will be rdatively certain of taking deliveries of a fixed
amount of pollock, regardless of unforeseen events such as processing plant breakdowns or adverse
wesather conditions.

. Because of their relatively certain flows of pollock, AFA processors operating with cooperatives will
be able to pace their pollock processing to take advantage of market conditions and processing
technologies that will allow them to enhance recovery rates and revenues.

. With higher revenues and profits from pollock, AFA processors will have more of their own profits
that could be invested in machinery and facilities that can take advantage of non-pollock fisheries.

. Higher profits and more certain cash flows from pollock will enable AFA processors to offer higher
prices to catcher vessds for delivery of non-pollock species.

. The relative certainty of cash flow and potentially higher profits of AFA processors make it more

likely that AFA processorswill be ableto raise new capital, either through new equity investment by
external sources or through institutional lenders.

. Tolimit theability of AFA processorsto expand their share of other crab and non-pollock groundfish
in the BSAI and all groundfish in the GOA, AFA processors should be restricted to processing
amounts of these species that do not exceed amounts they have processed in the past.

. It is not enough to simply limit non-pollock processing by facilities that will be allowed to participate
in cooperatives. Companies that own thesefacilities could easily evade the restrictions by expanding
processing at their other facilities.
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. It isalso not enough to set processing limits on all facilities owned by AFA companies, because AFA
companies could evade the restrictions by hiding their ownership of other non-pollock processing
facilities under different company names. Therestrictions on non-pollock processing must be applied
to all companiesin which AFA processors have a significant level of ownership or control.

. The appropriate level of ownership by which to measure AFA affiliation is 10 percent. Ownership
levels less than 10 percent do not indicate significant ownership or control.

8.1.2 Perspectives of AFA Processors

AFA processors express the view that:

. Declinesin the overall pollock TAC have eroded the profitability of existing investments in pollock
processing equipment and pollock processing facilities.

. Restrictions placed on the pollock fisheries to protect the habitat of Steller sealions further reducethe
ability of pollock processors to prafitably utilize their existing equipment and facilities.

. Several ownersof AFA-digiblefacilities, inan effort to diversify their interests, have madesignificant

investments in non-pollock processing lines, plants, and vessels in recent years. Some came on line
in 1998 before the AFA. Under the proposed limits much of the potential earning power of these
investments would be eroded.

. Other owners of AFA-digible facilities, particularly those that may have an interest in sdling their
facilities, have expressed the concern that the processing limits, as proposed, severely restrict the
market value of their pollock processing plants. This concern stems from the language in the act that
wouldincludeall facilitiesthat arerelated to AFA processors by minor amounts of common ownership
under the processing restriction. Ownersinterested in sdling their facilities, perhapsto CDQ groups,
are concerned that a literal interpretation of the AFA would mean that if a CDQ organization, for
example, purchased an AFA processing facility, all other processing facilities in which the CDQ
organization has an interest would be limited by the processing restriction. Restrictions would be
imposed even though there may be no direct link between the organization's pollock interests and its
non-pollock interests.

. Without the ability to operate with pollock cooperatives, the value of existing pollock investments
would continue to decline and pollock processors would be susceptible to takeover by the very firms
that are calling for AFA processing limits.

. Even with the ability to operate with pollock cooperatives, at least one large AFA processing entity
is available for sale, indicating that future profitability of AFA processors may be lower than other
opportunities outside the fish processing industry.

. Given these considerations, pollock processors believe the AFA is necessary to ensure the continued
viahility of the pollock processing industry, and does not merit theimposition of punitiverestrictions.

8.1.3 Perspectives of Non-AFA Processors Who May Be Harmed By Processing Limits

The language in §211(c)(2)(A) regarding the 10 percent ownership linkage is of considerable concern to
processorsthat are not directly involved in the pollock fishery, but which may belinked to AFA processors by
thisrule. The language is also a concern of CDQ organizations that are actively looking for investments in
pollock processing facilities. Many CDQ organizations have already made investments in other non-pollock
processing facilities. If the language in the 10% Ownership Rule is used in the context of processing limits,
then many non-pollock processors will be restricted even though they have no direct pollock processing
interests.
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8.1.4 Perspectives of Economic Theory

Economic theory indicates that the formation of cooperatives will lead to more efficient utilization of the
resources used in the pollock production process. Most investmentsin pollock processing capacity were made
assuming a race for fish would exist throughout the expected life cycle of the investment. Cooperatives help
eiminatetheracefor fish and allow pollock processorsto utilizeresources more efficiently and generate higher
profits.

Thoughtheexistenceof higher-than-expected profitsgenerally induces additional investment intheform of new
entrants, the AFA prohibits new entry into the pollock processing industry. Therefore additional investments
in processing will belinked to existing processors and most likely be madeto take advantage of the extratime
allowed for processing that is achieved by the cooperative system. Or, excess praofits might be made by these
firms, without expanding pollock capacity. In an industry widdy characterized as have substantial “excess
processing capacity,” it seems probablethat, at least in the short- and intermediate-run, thelatter pattern will
emerge among pollock processors, rather that the former.

Inany case, at somepoint, additional investmentsin pollock processing may generatelower returnsthanwould
be generated by additional investments to process other species. In addition, pollock processors may find it
more profitable to shift the timing of their pollock operations so that their existing facilities can be used for
processing of other species. Therefore, at some point it is likely that AFA processors, if unconstrained, will
invest additional capital and time into the processing of species other than pollock. This underscores the
primary concern of proponents of processing limits for AFA processors.

8.1.5 Effect of Design of Processing Limits
Impacts of non-pollock processing limitswill vary depending on how they areconfigured. 1ngeneral thelimits

will create two classes of processors for every species, with potentially very different impacts on each. For
species other than pollock in the BSAI the two processor classes will be;

1 Non-AFA processors, which in aggregate will be guaranteed a minimum percentage of the processing
of all crab and groundfish species other than BSAI pollock
2. AFA processors, which in aggregate will be limited to a maximum percentage, but not guaranteed

that percentage, of the processing of all crab and groundfish species other than BSAI pollock

For non-AFA processors thelimits may ease competition from AFA processors for species other than pollock
intheBSAI, andintheshort run, lead to increased profits. However, theunexpected profitswill likely inspire
additional investment, either from within the class or from new entries into the processing business, the latter
being particularly important because, unlike AFA processors, entry in the non-AFA class is not restricted.
New entrants will erode the profitability of existing plants until no further “excess profits’ are being madein
this sector.

For AFA processors thelimits on processing do not represent a guaranteed percentage of the processing of a
given species. AFA processorswill facethe prospect of being forced to end processing because of other AFA
processors, but must also worry that non-AFA processors will increase their capacity and process at levels
above their guaranteed minimums. Thus it appears that the processing limits may lead to increased price
competition for fish other than pollock in the AFA processing class, and increaseinvestmentsthat accelerate
processing, but do little to add value per unit of fish. The effect of intensified price competition would likely
reduce net revenues for BSAI pollock processors, however, increased ex-vessd prices would benefit catcher

S\maria\AFA\afaeal.wpd 159 January 2000



vessds. Itisnot possibleto determineif ex-vessas prices would rise under this management scenario. If they
did rise, they would only increase to a point that reflects their competitive value, in the long run.

Processing limits may also have unintended consegquences which result primarily from thefact that ownership
interests in the crab and groundfish processing industry are very intertwined. It is often very difficult to
distinguish between one company and another in terms of ownership. Many of the owners of AFA-digible
facilities haveinterests in other facilities that are not AFA-digible. Similarly, many owners of facilities that
are not AFA-digible have ownership stakes in AFA-digible facilities. Therefore, it is very likely that AFA
processors will be ether too narrowly defined to effectively limit AFA processors, or too broadly defined,
which will impaose limits on companies that may have little or no interest in pollock processing.

8.1.6 Objectives and Effectiveness of Processing Limits

Fromthe preceding discussionit isclear that the concept of processing limitswill becontroversial. To provide
aconsistent framework for qualitatively judging the effectiveness of thedifferent options, this section develops
a set of ten objectives based on the perspectives of the four groups directly affected.

From the perspective of non-AFA processors, processing limits should beimposed to prevent AFA processors
fromincreasing their historical shareof the processing of non-pollock speciesasaresult of their ability toform
cooperatives in the BSAI pollock fisheries. This perspective may be translated into three objectives:

Objective 1. Processing limits should limit AFA processing of non-pollock species to levels
achieved before AFA.
Objective 2: Processing limits should include all processing interests of AFA companies.

Objective 3: Processing limits should prevent AFA companies from evading the limits through
subsidiaries or holding companies.

If processing limits must beimposed under AFA, then AFA processors' perspectivesleadtothefollowingthree
objectives:

Objective 4: Processing limits should allow AFA processors to maximize their ability to realize
profitsin the pollock processing industry.

Objective5: Processing limits should allow AFA processors to utilize non-pollock processing
capacity improvements completed before AFA.

Objective 6: Processing limits should not limit the market value of their AFA-digible facilities.

In addition, non-pollock processorsindirectly linked to AFA processors arelikdly to view the AFA processing
limits with the following objective:

Objective 7: Processing limits should not restrict non-pollock processors that will not benefit
directly from the AFA.

Finally, NMFS will have certain objectives rdating to its ability to implement the limits and to reduce the
expense of implementation, monitoring, and enforcement, such as thefollowing :

Objective 8: Processing limits should not substantially increase paperwork reguirements on
Pprocessors.
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Objective 9: Processing limits should be easy and inexpensive to set annually.
Objective 10:  Processing limits should be easy and inexpensive to monitor and enforce.
The ten objectives are used to evaluate qualitatively the processing limits.
8.2 Structure of the Pollock Processing Industry as it Relates to Processing Limits

As noted earlier, ownership of crab and groundfish processors is very intertwined. Thus specification of
processors will be critically important in determining the impacts of processors limits. This section examines
the structure of the pollock processing industry and discusses how ownership may be defined in terms of the
processing limits. It examines ownership of each of the AFA-digiblefacilities and other facilities that may be
related through ownership.

8.2.1 The10% Ownership Rule

The AFA defines ownership linkages as follows: "Any entity in which 10 percent or more of the interest is
owned or controlled by another individual or entity shall be considered to be the same entity as the other
individual or entity for the purposes of this subparagraph.” Entities that are linked by this “ 10% Ownership
Rule’ to AFA-digible processing facilities are referred to as AFA entities.

The 10% Ownership Ruleis applied in this analysis as follows:

If a company has a 10 percent or more ownership stake in an AFA-digible processing facility, then
all other processing facilities in which that company has at least 10 percent ownership will also be
considered part of the AFA entity. In the analysis, lease of a facility is considered the same as
ownership.

Inidentifying AFA entities and linkages, the Council needs to be aware that verifiably accurate and complete
ownership information is not currently available from any source. Therefore, only approximate levels can be
identified for applying processing limits.

Federal and state processing permits provide initial data for tracking owners. Additional information comes
from public licensing documents required by states in which companies do business. In addition, less formal
information is available, such as trade journals or publications such as Fishing Vessels of the United States,
which lists vessd owners and management companies. Finally, information on ownership may be obtained
directly from company officials. By combining information from different sourcesit ispossibleto determine
ownership levels as a first-order approximation of AFA entities and linkages. Actual implementation and
monitoring will depend upon more accurate and complete information on ownership. Presumably, NMFS or
MARAD will require full disclosure of ownership information to determine and monitor processing limits.

8.2.1.1 CDQ Organizations
CDQ organizations and companies are treated no differently from non-CDQ companies for purposes of
defining AFA entities. Thusif a CDQ company has an ownership stake of 10 percent or morein an AFA-

eigible processing facility, then all other processing facilities in which the CDQ company has at least
10 percent ownership also are considered part of the AFA entity.
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8.2.1.2 Catcher Vessds

The 10% Ownership Ruleis applied only to links between processing facilities. Links between processors
soldy through ownership of acatcher vessd arenot considered linksin terms of the 10% Ownership Rule. For
example, two individuals may own a group of 5 catcher vessdsin a50-50 partnership. One of theindividuals
owns an AFA-digible pollock processing facility, and the other owns a crab processing plant. Both facilities
receive all of their deliveries fromthe 5 catcher vessds. Because the only link between the two companiesis
the catcher vessdss, the two corporations are not considered part of a single AFA-entity. Initsfinal decision
the Council can change this interpretation.

8.2.1.3 Contral

In providing thebasisfor the 10% Ownership Rule, the AFA includes not only ownership, but also the concept
of control. This analysis focuses on ownership rather than control for two primary reasons:

1 Control is very difficult to define and does not lend itsdf to quantifiable measures.
2. An ownership share of as low as 10 percent in a processing company may imply control of the

company. By associating all companies linked by 10 percent (or more) ownership levels, it is likey
that all persons that have a controlling interest in an AFA company are also included.

Control is not a focus of this analysis. However, if the Council wants to consider control more closdly, it
should benoted that therearevariousindicators of control. For example, percent of ownership isoften equated
to percent of control of an organization. Ownership information often is a matter of public record, but other
influences and controls may not be evident. Such influence may be exerted through joint management or
management links, personal or familial relationships, contractual obligations, and other means.

Officersof publicly held corporations often exert considerableinfluenceor control, although they may not own
amajority of thestock. Officersof privately held or closdy held corporations may be somewhat more limited
intheir level of control, although they would be anticipated to have considerableinfluence on the corporation’s
activities. The analysis assumes that links between processors exist when a corporate officer of an AFA-
eligible processor is a corporate officer or director for another processor, or when a corporate officer of an
AFA-digible processor has at least a 10 percent ownership in another processor.

Contractual obligations can also enable an individual or firm to exert control over a processor. For example,
industry representatives discussed possibleloans madetoindividuals or organizationsby larger companiesthat
requiretheindividuals or organizationsto sdll all their harvest or product to the larger companies. Marketing
agreements between firms may have similar requirements. Another example of possiblecontrol isaloan made
to anindividual to purchase a vessdl with terms of the loan such that the lender actually controls the vessd.
Although interviews mentioned these examples, no corroborating information could be found to support these
statements. Therefore, influence or control through potential contractual terms and obligations are not treated
as links in terms of the 10% Ownership Rule.

For many individuals, working in the fishing or processing industry offshore Alaska is a family tradition of
several generations. Siblings and spouses are often active participants in the businesses and share in the
business decisions. Long-standing friendships and family ties have also evolved over the years, and these
relationships are often used to start or finance new vessds or expand the current business. The analysis
conducted for this section identified instances in which owners, officers, and directors of AFA-digible
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processors had spouses and other family members with ownership positions in other processors. No other
information could be found indicating that the individuals related to the AFA-digible processors had
substantive influence or control over the other processors. Subsequently, rdationships between family
members and friends are not treated as links in terms of the 10% Ownership Rule. In its final decision the
Council will have the latitude to change this interpretation of the 10% Ownership Rule and include links
between family members.

8.2.2 Basisfor Ownership Patterns

The ownership of AFA-dligible processing plants and vesselsis based on federal permit datafrom NMFS and
intent-to-operate datafrom ADF& G, corporatelicense datafrom the states of Washington and Alaska, aswdll
other data bases from private sources such as Dunn and Bradstreet. Corporate officers also have provided
ownership details. Organizational charts are used to show ownership linkages. They include notes on sources
of information.

There are shortcomings in most data bases. Some firms do not provide information to Dunn and Bradstrest,
and the company record is limited to publicly availableinformation. State of Washington corporate records
list corporate officers and directors, but do not indicate percent of ownership by these persons, or
ownership percentages for persons or firms that are not corporate officers or directors. State of Alaska
corporate records typically show ownership percentages for officers and directors, but controlling interest in
a corporation may be held by an entity or individual that is not an officer or director.

Discussionswith corporateofficersor ownerstypically provided themost detailed information. Attemptswere
madeto verify thisinformation through conversation with other industry members or through public records.
In someinstancesindividual s requested that their names not be attributed to certain detailsfor their companies
or other organizations, so names arenot tied to specific information. Personscontacted arelisted in Table8.1.

8.2.3 AFA-Eligible Pollock Processing Plants and Vessdls
Table 8.2 lists pollock processing plants and vessdls that are AFA-dligible, the company owning the plant or

vessd, and the sector in which the vessd or plant participates. Thislist is the basis for developing further
linkages in the pollock processing industry.
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Table8.1 Persons Contacted

Name Company

Mike Atterberry Alaska Ocean Seafood LLP

Bill Atkinson Alaska Frontier Company

Dave Benson Tyson Seafoods Group (now Trident)
Alec Brindle Wards Cove Packing

John Bundy Glacier Fish Company

Doug Christensen Arctic Storm, Inc.

Mike Coleman Yak/Yok Holdings

Barry Callier Peter Pan Seafoods, Inc.

Craig Cross Alaska Trawl Fisheries, Inc.

Raobert Czeisler Phoenix Processor Limited Partnership
Matt Doherty Ocean Peace, Inc.

Bart Eaton Trident Seafoods, Inc.

Jessie Gharrett NMFS

Jay Ginter NMFS

Don Goodfdlow Westward Seafoods, Inc.

Glen Haight Alaska Department of Community and Regional Affairs
John Henderschedt YDFDA

Mike Hyde American Seafoods Co.

John lani Unisea, Inc.

John Lepore NMFS

Terry Leitzel Northern Victor Partnership
Davelittle Clipper Seafoods

Mariuz Mazurek TCW/Oak Tree Capital Management
John Modller APICDA

Judy Nelson BBEDC

Barry Ohai Aleutian Spray Fisheries

Brent Paine United Catcher Boats

Joe Plesha Trident Seafoods, Inc.

Joe Sullivan Mundt, MacGregor

Cory Swasand Aleutian Spray Fisheries

Arne Thomson Alaska Crab Coalition

Dick Tremaine CBSFA

Doug Wells Baranof Seafoods

John Winther Ocean Prowler, LLC

Rob Wurm Alaskan Leader Fisheries, LLP

Information fromtheindustry discussions was added to the database, and searches on the names of companies,
vessds, officers, and directors were conducted to identify links that were not known or had not been identified
in discussions with corporate officers.
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Table8.2 AFA-Eligible Pollock Processing Plants and Vessds

Vessel Name/
Company Plant L ocation Sector
Alaska Ocean Seafood LLP Alaska Ocean CP
Alaska Trawl Fisheries, Inc. Endurance CP
Aleutian Spray Fisheries Sarbound CP
Alyeska Seafoods, Inc. Dutch Harbor INS
American Seafoods Co. American Dynasty CP
American Seafoods Co. American Empress CP
American Seafoods Co. American Triumph CP
American Seafoods Co. Browns Point CP
American Seafoods Co. Christina Ann CP
American Seafoods Co. Elizabeth Ann CP
American Seafoods Co. Katie Ann CP
American Seafoods Co. Northern Eagle CP
American Seafoods Co. Northern Hawk CP
American Seafoods Co. Northern Jaeger CP
American Seafoods Co. Ocean Rover CP
American Seafoods Co. Pacific Explorer CP
American Seafoods Co. Pacific Navigator CP
American Seafoods Co. Pacific Scout CP
American Seafoods Co. Rebecca Ann CP
American Seafoods Co. Victoria Ann CP
Arctic Storm, Inc. Arctic Fjord CP
Arctic Storm, Inc. Arctic Sorm CP
Northern Victor Partnership Northern Victor INS
Norton Sound EDC Northern Glacier CP
Norton Sound EDC Pacific Glacier CP
Peter Pan Seafoods, Inc. King Cove INS
Peter Pan Seafoods, Inc. Golden Alaska MS
Phoenix Processor Limited Partnership Ocean Phoenix MS
Supreme Alaska Seafoods Excellence MS
Trident Seafoods Corporation Akutan INS
Trident Seafoods Corporation Sand Point INS
Trident Seafoods Corporation (Tyson) American Enterprise CP
Trident Seafoods Corporation (Tyson) Island Enterprise CP
Trident Seafoods Corporation (Tyson) Kodiak Enterprise CP
Trident Seafoods Corporation (Tyson) Seattle Enterprise CP
Trident Seafoods Corporation (Tyson) U.S Enterprise CP
Trident Seafoods Corporation (Tyson) Arctic Enterprise INS
Unisea Inc Dutch Harbor INS
Westward Seafoods Inc Dutch Harbor INS
Yak/Y ok Holdings Highland Light CP
Sector definitions:
CP = Catcher processor
MS = Mothership

INS = Shore plant or inshore floating processor
Source: NFM S permit and blend data files, ADFG intent-to-operate files
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8.2.4 Organization Charts for AFA-Entities

The organizational structure focuses on AFA entities as groups of firms or individuals with some common
threads of ownership and control. TheAFA entity canincludeindividuals, companies, and other organizations.
It even may consist of a parent organization that owns 100 percent of oneor morecompaniesthat control AFA-
eigible plants or vessdls. In other instances, the AFA entity may consist of a parent organization with
subsidiariesthat control AFA-digible plants or vessels. At the AFA entity level of aggregation, the definition
of acompany and the distinction between these two examples are not critical. However, if the Council wishes
to pursueacompany-oriented ownership rule, thedefinition of acompany will bevery important. For example,
isawholly owned company with separate management a distinct company from the parent company? Or if a
parent organization owns 100 percent of the capital stock in two companies, each of which has a separate
management structure to operate separate AFA-digible facilities, are all three organizations separate
companies? A company-oriented ownership rule will require a definition capable of addressing such
distinctions, and this definition does not yet exist, sincethe Council has not yet acted on processor sideboards..

Figures 8.1 - 8.12 depict ownership or control linkages that exist for AFA-digible processing plants and
processing vessdls, as well as linkages between the companies that own these plants and vessdls. Theselinks
are presented at the entity level. Each overall structureisidentified by the largest company or the firm with
majority ownership in the others. The AFA entities described in this section include:

. Alaska Ocean

. Alaska Trawl

. Aleutian Spray

. American Seafoods

. Marubeni

. Maruha

. Nichiro Corporation

. Nippon Suisan Kaisha, Ltd.
. Trident Seafoods

. Tyson Seafoods Group, Inc.
. Unification Church

. Yardon Knot Holdings/Y ardarm Knot Holdings

In addition to these entities, two CDQ groups (Bristol Bay Economic Development Corporation and Norton
Sound Economic Development Corporation) have ownership interests in AFA-dligible processing facilities.
Organization charts for these two entities are presented in Section 8.2.5 with information for all CDQ groups.

In the organizational charts, links that could be corroborated from several sources are shown with solid black
lines. Links for which information could not be confirmed, or for which conflicting information was found,
are shown with dashed lines. Information on these potential links is presented in notes for each chart.
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Figure 8.1 Organizational Chart for Alaska Ocean

ALASKA OCEAN

Nichirei Food Inc. —

Hoko Fishing Co. Ltd. —
100%

Alaska Ocean Seafood LP ——m» Vessel
Alaska Ocean

Hoko America Ltd. —

Alaska Ocean Corp. —

Notes: Companies noted above are listed as partners in State of Washington Corporate records .

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, In c.
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Figure 8.2 Organizational Chart for Alaska Trawl

ALASKA TRAWL

Vessel
Daerim Fishery Co. Ltd. —22%—» Alaska Traw| Corporation —————  Endurance

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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Figure 8.3 Organizational Chart for Aleutian Spray
Starbound 100% Vessel

| Limited Partnership Starbound

ALEUTIAN SPRAY Pengwin, Inc. —100% Vessel

(Managing Partner) Horizon
(Formerly Pengwin)

Galaxy Fisheries, 1009 Vessel
LLC Galaxy

Note: Galaxy Fisheries, LLC, owns the moratorium permit for the Northern Empire.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.;
and industry representative discussions.
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AMERICAN SEAFOODS

Notes:

Figure 8.4 Organizational Chart for American Seafoods

AFA Eligible Catcher/Processors

American
Seafoods Co.

American

Seafoods Co.

lquique U.S.
Arica Fish Co.

Ave Phoenix
Beagle Enterprises
Cape Horn Fisheries

Unimak LLC

American Dynasty
American Triumph
Katie Ann
Northern Eagle
Northern Hawk
Northern Jaeger
Ocean Rover

AFA Ineligible Vessels
American Empress
Browns Point
Christina Ann
Elizabeth Ann
Pacific Explorer
Pacific Navigator
Pacific Scout
Rebecca Ann
Victoria Ann

Vessels
Arica
Pacific Pearl
Beagle
Cape Horn
Unimak Enterprise

Vessels Formerly owned by Emerald Sea

Company
Swan Fisheries Inc.

Sea Catcher Fisheries
Sea Hawk Pacific Seafoods

Company
American Champion LLP —

Vessels
Saga Sea
Heather Sea
Claymore Sea

Vessel
American Champion

An individual in American Seafood management has ownership or management interest in the group of boats managed by Iquique U.S. Th
vessels formerly owned by Emerald Sea are owned by owners of American Seafoods, but are currently operating in Russia. Their U.S. processin

and fishing histories remain within the American Seafoods entity. The American Champion is no longer documented in the U.S.

Sources:
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Figure 8.5 Organizational Chart for Marubeni

Sitka Sound _Pslir;ts
P . -_— | a
Seafoods Division Yakutal
A
Subsidiary
. Plants
MARUBEN| —L2%—p North Pacific Kodiak
Processors,Inc. — Cordova
Togiak
Subsidiary
v . .
Alaska Pacific Plants
Seafoods Division Kodiak

Note: Alaska Corporation records show Marubeni owns 70% of North Pacific. Other owners are not shown. Dun and Bradstreet records only
indicate foreign parent is Marubeni.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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50% or
75%

100% >

MARUHA 100

Lease )

Notes:

Figure 8.6 Organizational Chart for Maruha

» Alyeska Seafoods, Inc. 4~

229
"%O;wr\

Western Alaska Fisheries Inc.

Westward Seafoods

Alaskan Command LLC
Pacific Knight LCC

Supreme Alaska

Marubeni

Wards Cove
Packing Co.

Affiliates/Subsidiaries

Resurrection Bay Plants
Seafoods —50%,,  seward
Wards Cove

Processing Ca.___100%,,  Plants
E. C. Phillips and Ketchikan
Son, Inc. (Craig

Fisheries)

100% Plants

Excursion Inlet
Larson Bay

1) State of Alaska corporate records indicate Maruha owns 75% of Alyeska and Wards Cove Packing Co. owns 22% of Alyeska. Dun and Bradstreet
reports state that Maruha owns 50% and Wards Cove owns 43%.

2) Dun and Bradstreet report dated August 11, 1998 indicates 6% of Alyeska capital stock is owned by Marubeni Corporation and 1% by Western

Alaska Fisheries Inc.

3) Dun and Bradstreet reported that Maruha had majority ownership in Alaskan Command.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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NICHIRO
CORPORATION

Notes:

1) State of Alaska corporatbn

capital stock.

100%

Figure 8.7 Organizational Chart for Nichiro Corporation

Peter Pan
Seafoods, Inc.

2) Peter Pan Seafoods has 10% and Nichiro Corporation has 15%.
Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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100% Subsidiary
Golden Alaska

Seafoods, Inc.

Vessel
Golden Alaska

Plants

100% King Cove

Valdez

Ownership and
Management

¢ .
(see note) Seven Seas Fishing Vessel
Company Blue Wave
¢ 100%
Stellar Seafoods, Vessel
Inc. Stellar Sea

records for Seven Seas Fishing Company show Barry Collier, President of Peter Pan Seafoods with 75% of
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Figure 8.8 Organizational Chart for Nippon Suisan Kaisha, Ltd.

Plant
Dutch Harbor

NIPPON SUISAN

100% ;
—eep Unisea Inc.
KAISHA, LTD.
25% or through Vessel
management Unisea
Omnisea
Dutch Harbor
Seafoods Ltd.
|
|
Through management !
and/or ownership (?) :
]
v
Baranof Fisheries — e Vessel
Limited Partnership Baranof
Vessel
Courageous Seafoods I
Courageous

Limited Partnership

Notes:
1) State of Alaska corporation remrds show Richard C. White as President and a 20% owner in Dutch Harbor Seafoods. Mr. White
is also listed as a partner in the Baranof and Courageous Partnerships although Washington State records do not show level of

ownership.
2) According to industry sources, Richard Pace is a limited partner in the Baranof and Courageous Partnerships and according to

the State of Washington records, Judith V. Pace, his wife, is a partner in the Baranof and Courageous Partnerships . Mr. Pace was

a previous president of Unisea, Inc.
3) Aaron Gilman and Bert Gilman started Universal Seafoods in 1974 and later sold that business to NSK. The Gilmans are both

listed as partners in the Baranof and Courageous Partnerships.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc
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Figure 8.9 Organizational Chart for Trident Seafoods

100% Plants
Akutan

St. Paul
Sand Point

TRIDENT SEAFOODS

Vessels
Independence
Bountiful
Alaska Packer
Sea Alaska

100%

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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Figure 8.10 Organizational Chart for Tyson Seafoods Group, Inc.

Vessels
American Enterprise*
Arctic Enterprise
Bering Enterprise
Glacier Enterprise
Harvester Enterprise
Island Enterprise*

TYSON SEAFOODS Kodiak Enterprise*

Northern Enterprise
GROUP, INC. Royal Enterprise
Seattle Enterprise*
U.S. Enterprise*
Western Enterprise

Plants
Kodiak

Notes:
1) An asterics indicates AFA eligible catcher/processors.
2) Tyson has recently sold several catcher processors that operated as Tyson vessels between 1995-1997. The vessels listed above were still owned

by Tyson as of March 20, 1999.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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Figure 8.11 Organizational Chart for Unification Church

UNIFICATION CHURCH

100%

v
True World Group, Inc.

l 100% l 100%

U.S. Marine Corporation International Seafoods of Alaska

Either 51% or 61%
depending on source

Ocean Peace, Inc.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.
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Figure8.12 Organizational Chart for Yardon Knot Holdings/Y ardarm Knot Holdings

Highland Light Seafoods LLC ———  Vessels
Highland Light
Westward Wind

YARDON KNOT HOLDINGS/
YARARM KNOT HOLDINGS

Yardarm Knot Fisheries ——— Vessel
Yardarm Knot

Notes: Yardon Knot Holdings and Yardarm Knot Holdings were both reported in the data bases and have similar ownership structure.

Sources: Ingens Database of Alaska Corporation records; State of Washington Corporation records; Dun and Bradstreet, Inc.; Discussions with
industry representatives.
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8.25 CDQ Groups

Figures 8.13 - 8.18 depict the organization of the six primary CDQ groups. Bristol Bay Economic
Devdopment Corporation and Norton Sound Economic Development Corporation have direct investmentsin

AFA-digible processors. Aleutian Pribilof Island Community Devel opment Association may be associated
with an AFA-digible processor under the 10% Ownership Rule. Basicinformation sourcesincludetheAlaska

Department of Community and Regional Affairs. Industry discussions and research of corporate records
revealed other links as noted in the charts.
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Figure 8.13 Organizational Chart for Aleutian-Pribilof Idands Community Development Association

APICDA

(Aleutian-Pribilof Islands Community
Development Association)

Note: Sunk, but APICDA
retains its rights.

100%
Far West Leader Golden Dawn LLC False Pass Puffin Inc. Rebecca
B.
5 £ £ ok Kayudx Dev.
o~ n n
50k
APICDA Joint Venture, Inc. (AJV)
l l§ lc\g -
N o
n
00[0
Ocean Logic LLC Ocean Pro_wler LLC Prowle_r LLC A0 Atka Pride Seafoods, Inc. Nelson Lagoon Gear
(longliner) (Iongllger) Storage
lg
—
Olympic Monarch v
APICDA Vessels, Inc. (AVI)
S S S S S
o o o o o
o o o o o
— — — — —
AP#1 AP#2 AP#3 F/N/ Stardust FN Bonanza

Notes: AJV is a 100% owner of AVI, which purchases fishing vessels which are leased to fishermen from various southwestern Alaska villages; a
50% owner of Atka Pride Seafoods, Inc. (APS), located in Atka, Alaska, which purchases and processes fish for resale; a 100% owner of Rebecca B,
LLC; a 25% owner of Golden Dawn, LLC which is a vessel engaged in pollock fishery; a 33.3% owner of Ocean Logic, LLC which is developing
software for fishing vessels; a 25% owner of Ocean Prowler, LLC which owns a 155'longline processing vessel; a 25% owner of Prowler, LLC which
owns a 115' longline processing vessel; and a 50% owner of Kayudx Development, LLC which is in the process of commercially developing and
planning to operate Tract 1 in the City of St. George, Alaska. Pollock partners: Trident and Starbound.

Prepared by: Glen Haight, DCRA Municipal and Regional Assistance Division, received February 19, 1999.
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Figure 8.14 Organizational Chart for Bristol Bay Economic Development Corporation

20% I
Arctic Fjord (C Corp.) Arctic Storm Inc.
F/N/ Arctic Fjord _
F/N/ Arctic Storm
Bristol Mariner LLC
45% ) Crab Catcher
Northern Mariner LLC Vessels
—— Northern Cascade LLC
0% Arctic Surf ClI 1 (CccC )
rctic Sur am,Inc. orp.
BBEDC
(Bristol Bay Economic
Development Corporation)
50%
Bristol Leader LLC eommm———————— S Alaskan Leader —_— Plant
\~\ Fisheries, Inc. Kodiak
h Alaskan Leader
Partnership
Alaska Seafood Management Corp. FN Alaskan Leader
100%
Bristol Bay Permit Brokerage
\ (C Corp.)

Notes: Arctic Fjord is 20% o wned by five partners. There is also the Arctic Storm Mgmt. Co.which manages both the F/V Arctic Fjord and the F/VV Arctic
Storm. The F/N/ Arctic Storm is currently owned 50% by Oyang (Korean Corp) and 50% by same five partners. BB Permit Brokerage and AK Seafood Mgmt
Corp are now defunct. Pollock partner: Arctic Storm (previously Oceantrawl). State of Alaska records indicate that 42% of Bristol Leader LLC is owned by a
group of six persons, each with 7% ownership, who also control the majority of ownership in the Alaskan Leader Partnership and Alaska Leader Fisheries.
Arctic Fjord Inc and Arctic Storm Inc have 3 multiple owners. Atleast one person owns more than 10% ownership in both companies. Common ownership
is approximately 80% for the Arctic Fjord and over 40% for the Arctic Storm.

Sources: Information within the box was prepared by Glen Haight, DCRA Municipal and Regional Assistance Division, received February 19, 1999,; Other
information is from the State of Alaska corporation records and discussions with industry representatives.
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Figure 8.15 Organizational Chart for Central Bering Sea Fisherman’s Association
CBSFA

(Central Bering Sea Fisherman's Association)

CBSFC

(Central Bering Sea Fisherman's Company)

Vessel
20%
Zolotoi

Prepared by: Glen Haight, DCRA Municipal and Regional Assistance Division, received February 19, 1999.
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Figure 8.16 Organizational Chart for Coastal Villages Region Fund

CVRF
(Coastal Villages Region Fund)

100%

Angyat, Inc. (C Corp)

oS N
Coastal Villages Crab, Inc. Coastal Villages Longlining, Inc.
50% 45%
Silver Spray, LLC Kokopelli,LLC
FN Silver Spray FN Ocean Harvester

Notes: The F/V Silver Spray is a crabber. The F/V Ocean Harvester is a longliner. Pollock partners: Westward and Tyson

Prepared: Glenn Haight, DCRA Municipal & Regional Assistance Division, received Februray 19, 1999.
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Figure 8.17 Organizational Chart for Norton Sound Economic Development Corporation

NSEDC (Norton Sound Economic Development Corporation) —2%—» Glacier Fish Company (LLC)
S 8
o A F/T Pacific Glacier

100%

F/T Northern Glacier

Norton Sound Fish Company (NSFC)

F/T Northern Sound

Norton Sound Vessel Management Company (LLC)
Norton Sound Seafood
Products (C Corp i
Golovin Bay Tender Vessel

» Leases

Norton Bay Tender Vessel

\ 4

RSW Barge (Name unknown)

Notes: NSFC is owned 49% by NSEDC and 51% by GFC. NSFC owns the FM Norton Sound, a 139' longline vessel. GFC operates the vessel, Norton
Sound Vessel Mgmt. Co. is a subsidiary of NSEDC which manages two specially built tender vessels and which are 100% owned by NSEDC. Norton
Sound Seafood Products is a subsidiary of NSEDC which buys and markets various seafood products. GFC owns the 201' Northern Glacier and the 276'
Pacific Glacier and an interest in the FN/ Norton Soudn. GFC is 50% owned by NSEDC, the other 50% owners are Seattle based individuals (5% John
Bundy, 45% Erick Brevik). Pollock partner: GFC.

Sources: Glen Haight, DCRA Municipal and Reigonal Assistance Division, received February 19, 1999.
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Figure 8.18 Organizational Chart for Yukon Deta Fisheries Development Association

YDFDA
(Yukon Delta Fisheries Development Association)

33.3%

100%

Ocean Logic LLC

v

Yukon Delta Fisheries, Inc. (C Corp)

100%

A4 A4

Lisa Marie, LLC Imarpignaak Fisheries, LLC
FN Lisa Marie

Notes: Lisa Marie, LLC,is1 00% owner of the FN/ Lisa Marie which fishes for pollock. Imarpignaak Fisheries, LLC is in the process of purchasing 4
small vessels (for training purposes) from Yukon Delta Fisheries, Inc. Pollock partner: Golden Alaska Seafoods.

Prepared by: Glen Haight, DCRA Municipal and Regional Assistance Division, received February 19, 1999.
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8.26 Summary of the Ownership Interests of AFA Processors

Table 8.3 summarizes ownership interests of AFA processors in companies and entities developed in the

organization charts. Thesewill be used in the estimates of processing limits.

Table8.3 Specification of AFA Companies and Entities for the Analysis of Processing Limits

Vessel Name or

AFA

AFA

AFA

Entity Company L ocation of Plant D Qualified Company _Entity Sector
AlaskaOcean LLP Alaska Ocean LLP Alaska Ocean P3794 / / / CP
Alaska Trawl Fisheries AlaskaTrawl Fisheries  Endurance P3360 / / / CcP
Aleutian Spray Fisheries Aleutian Spray Fisheries Starbound P3414 / / / CP
Aleutian Spray Fisheries  Galaxy F0192 / / CP
Aleutian Spray Fisheries  Pengwin/Horizon P1301 / / INS
American Seafoods Co. American Seafoods Co.  American Dynasty P3681 / / / CcP
American Seafoods Co.  American Empress p2722 / / / CcP
American Seafoods Co.  American Triumph P4055 / / / CcP
American Seafoods Co.  Browns Point pP2722 / / / CP
American Seafoods Co.  Christina Ann P2850 / / / CP
American Seafoods Co.  Elizabeth Ann p2722 / / / CP
American Seafoods Co.  Katie Ann P1996 / / / CP
American Seafoods Co.  Northern Eagle P3261 / / / CcpP
American Seafoods Co.  Northern Hawk P4063 / / / CP
American Seafoods Co.  Northern Jaeger P3896 / / / CcP
American Seafoods Co.  Ocean Rover P3442 / / / CP
American Seafoods Co.  Pacific Explorer P3416 / / / CcP
American Seafoods Co.  Pacific Navigator P2799 / / / CcpP
American Seafoods Co.  Pacific Scout P3383 / / / CP
American Seafoods Co.  Rebecca Ann P2838 / / / CP
American Seafoods Co.  Victoria Ann P2839 / / / CcP
American Champion LLP  American Champion ~ F9692 / / INS
Seahawk Pacific Seafoods Claymore Sea P3362 / CcpP
Seacatcher Fisheries, Inc. Heather Sea P3664 / CP
Swan Fisheries, Inc. Saga Sea P4056 / CP
AricaFish Co. Ltd. Arica P3694 Probable CP
Cape Horn Fisheries Cape Horn P2110 Probable CP
Ave Phoenix Pacific Pearl P0276 Probable CP
Rebecca Ireng, Inc. Rebecca Irene P1610 Probable CP
Unimak FisheriessLLC ~ Unimak Enterprise P3369 Probable CP
Beagle EnterprisesLLP  Beagle P0528 Probable INS
Bristol Bay EDC Arctic Storm, Inc. Arctic Fjord P3396 / / / CcpP
Arctic Storm, Inc. Arctic Sorm P2943 / / / CP
Bristol Leader LLC New Star/ P3491 / CP
Bristol Leader
Alaskan Leader LLP Alaskan Leader P4598 Probable CP
Alaskan Leader LLP Kodiak F1991 Probable INS
Maruha Corp. Alyeska Seafoods, Inc.  Dutch Harbor F0753 / / / INS
Westward Seafoods, Inc.  Dutch Harbor F1366 / / / INS
Supreme Alaska Seafoods Excellence M4111 / / / MS
Pacific Knight LLC Pacific Knight P2783 / / CcP
Alaskan Command LLC  Alaskan Command P3391 / CP
Wards Cove Packing Co. Excursion Inlet F0274 / INS
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Vessel Name or

AFA

AFA

AFA

Entity Company L ocation of Plant ID Qualified Company Entity Sector
Mar uha Corp. (cont.) Wards Cove Packing Co. Ketchikan F0110 / INS
Wards Cove Packing Co.  Ketchikan F2185 / INS
Western Alaska Fisheries Kodiak F0320 / INS
Wards Cove Packing Co. Larsen Bay F0266 / INS
Wards Cove Packing Co.  Seward F1379 / INS
Wards Cove Packing Co. Seward F2354 / INS
Nichiro Corp. Peter Pan Seafoods, Inc.  King Cove F0142 / / / INS
Peter Pan Seafoods, Inc.  Golden Alaska M1607 / / / MS
Peter Pan Seafoods, Inc.  Valdez F1041 / / INS
Peter Pan Seafoods, Inc.  Blue Wave F1636 / / MS
Peter Pan Seafoods, Inc.  Stellar Sea M5362 / / MS
Nippon Suisan Kaisha  Unisea, Inc. Dutch Harbor F1180 / / / INS
Uniseg, Inc. St. Paul Fo188 / / INS
Uniseg, Inc. Omnisea F1066 / MS
Baranof Fisheries Baranof P1248 Probable CP
Courageous Seafoods Courageous P1276 Probable CP
Northern Victor LLP ~ Northern Victor LLP Northern Victor F1319 / / / INS
Norton Sound EDC Norton Sound EDC Northern Glacier P0661 / / / CP
Norton Sound EDC Pacific Glacier P3357 / / / CcP
Norton Sound EDC Norton Sound P5294 / / CP
Norton Sound EDC Nome F1809 / / INS
Norton Sound EDC Unalaklest F2290 / / INS
Norton Sound EDC Unknown F2289 / / INS
Phoenix Processor LLP  Phoenix Processor LP Ocean Phoenix M3703 / / / MS
Trident Seafoods Corp. Trident Seafoods Corp.  Akutan F0939 / / / INS
Trident Seafoods Corp.  Sand Point F0940 / / / INS
Trident Seafoods Corp.  Bountiful P0278 / / CP
Trident Seafoods Corp.  South Naknek F0942 / / INS
Trident Seafoods Corp.  St. Paul F1927 / / INS
Trident Seafoods Corp.  Alaska Packer F0944 / / MS
Trident Seafoods Corp.  Independence M3259 / / MS
Trident Seafoods Corp.  Sea Alaska F0945 / / MS
Tyson Seafoods Group ~ Tyson Seafoods Group ~ American Enterprise ~ P2760 / / / cP
Tyson Seafoods Group  Island Enterprise P3870 / / / CP
Tyson Seafoods Group ~ Kodiak Enterprise P3671 / / / CP
Tyson Seafoods Group ~ Seattle Enterprise P3245 / / / CcP
Tyson Seafoods Group ~ U.S. Enterprise P3004 / / / CP
Tyson Seafoods Group ~ Arctic Enterprise M5314 / / / INS
Tyson Seafoods Group ~ Bering Enterprise P3003 / / CcP
Tyson Seafoods Group ~ Glacier Enterprise F9720 / / CP
Tyson Seafoods Group ~ Harvester Enterprise P2732 / / CP
Tyson Seafoods Group ~ Northern Enterprise F9713 / / CP
Tyson Seafoods Group ~ Royal Enterprise F9723 / / CcpP
Tyson Seafoods Group ~ Western Enterprise F9716 / / CP
Tyson Seafoods Group ~ Kodiak F0222 / / INS
Tyson Seafoods Group ~ Kodiak F1936 / / INS
Yak/Y ok Holdings Yak/Yok Holdings Highland Light P3348 / / / CP
Yak/Yok Holdings Westward Wind F9715 / / cP
Yak/Y ok Holdings Yardarm Knot M3116 / / MS
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8.3 I dentification of Ten Options

Processing limits may be applied for each species or species group at three general levels:

1 Single overall limit for all AFA entities combined.
2. Sector limits for inshore, offshore catcher processors, and motherships.
3. Individual limits for an AFA facility, company, entity, etc.

In addition, each levd has three layers of AFA digibility:

1 Eligible plants and vessds
2. Companies that own such plants or vessels
3. Entities that combine digible companies through 10% ownership

These nine combinations were analyzed along with a tenth option that appliesindividual company processing
limits, but includes only AFA-dligible facilities within those companies.

Here are the ten options described in full:

Option 1 Overall Limits Applied to All AFA-€ligible Facilities. A single overall processing limit
would be set for each species. Only AFA processing facilities would be included. Oncethe
overall limit isreached, no additional processing of thelimited speciesby any included facility
would be allowed.

Option 2 Overall Limits Applied to All Facilities within AFA Companies. A singleoverall
processing limit would be set for each species. All processing facilities owned by companies
that own AFA facilitieswould beincluded under thelimits. Oncetheoverall limit isreached,
no additional processing of the limited species by any included facility would be allowed.

Option 3 Overall Limits Applied to All Facilitieswithin AFA Entities. A single overall processing
limit would be set for each species. AFA entities would be defined as an umbrdla
organization under which all processing facilities that are associated with AFA facilities by
the 10% Ownership Rule areincluded under the limits. Oncetheoverall limit isreached, no
additional processing of thelimited speciesby any included facility inany of theentitieswould
be allowed.

Option 4 Sector Level Limits Applied to AFA Facilities. A processing limit for each specieswould
be applied to each sector. There would be three sectors as defined in the AFA: (1) catcher
processors, whichincludeall AFA catcher processors, (2) motherships, which would include
all AFA motherships, and (3) inshore, which would includeall AFA shore plants and floating
processors. Processing histories of all AFA facilities from each sector (including the nine
catcher processors listed in 8209) would be included in the calculation of the sector limits.
Once a sector's limit for a particular species is reached, no additional processing of that
species by any AFA facility included in the sector would be allowed.

Option 5 Sector-Level Limits Applied to All Facilities within AFA Companies. Sector leve

processing limits for each species would beimposed upon all facilitiesin AFA companies as
defined by direct ownership of AFA facilities. Three sectors would be defined on the basis
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Option 6

Option 7

Option 8

Option 9

of existing inshore-offshore regulations. The catcher-processor sector would include all
catcher processors of any gear typegreater than 125 feet LOA and all catcher processorsless
than 125 feet L OA that process morethan 125 tons per week (round weight). Themothership
sector would include any non-catching floating-processor that takes delivery of groundfish or
BSAI crab speciesin morethan onelocation during theyear, or which takes ddiveries outside
of statewaters. Theinshore sector would include all shore plants and non-catching floating-
processors that take delivery of groundfish and BSAI crab in a single location within state
waters during the year, and all catcher processors less than 125 feet LOA that process less
than 125 tons per week (round weight). Once a sector's limit is reached, no additional
processing of the limited species by any facility owned by an AFA company included in the
sector would be allowed.

Sector-L evel LimitsApplied toAll Facilitieswithin AFA Entities. Sector-level processing
limits for each species would beimposed upon al facilitiesin AFA entities, as defined by the
10% Ownership Rule. Three sectors would be defined on the basis of existing inshore-
offshoreregulations. Thecatcher-processor sector wouldincludeall catcher processorsof any
gear type greater than 125 feet LOA and all catcher processors less than 125 feet LOA that
process more than 125 tons per week (round weight). The mothership sector would include
any non-catching floating-processor that takes ddivery of groundfish or BSAI crab species
in more than one location during the year, or which takes ddiveries outside of state waters.
The inshore sector would include all shore plants and non-catching floating-processors that
take ddivery of groundfish and BSAI crab in a singlelocation within state waters during the
year, and all catcher processors less than 125 feet LOA that process less than 125 tons per
week (round weight). Oncea sector'slimit isreached, no additional processing of thelimited
species by any facility associated with an AFA entity included in the sector would beallowed.

Individual Plant and Vessel Limits. Anindividual facility level processing limit would be
imposed. Each AFA plant or vessd would be limited according to its own percentage of the
total of each species processed over thehistorical period. Onceafacility'slimit for a species
is reached, that plant or vessd would not be allowed to process additional amounts of the
Species.

Individual Company Limits Applied to AFA Facilities. Processing limits would be
imposed on each company that owns AFA plants or vessds. The historical processing of all
AFA facilities owned by the company would be included in the company limit. Processing
histories of facilities owned by the company but which are not AFA facilities would not be
included inthe calculation of the company limits, nor would thesefacilities be affected by the
limits. In other words, once a company's limit of a particular species is reached, only non-
AFA facilities within the company could continue processing the species.

Individual Company Limits Applied to All Company Facilities. Processing limits would
beissued to each company that owns AFA plants or vessels. Thehistorical processing of all
facilities owned by the company would beincluded inthe company limit. Thecompany could
decide how the processing of each speciesisallocated among itsfacilities. Onceacompany's
limit is reached, no facility owned by the company could process additional amounts of that
Species.
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Option 10 Individual Entity Limits Applied to All Entity Facilities. Processing limits would be

8.4

imposed on each AFA entity. Thehistorical processing of all facilitieswithin the entity would
be included in the entity's processing limit. The entity as a group could decide how the
processing of each speciesis allocated among itsfacilities. Once an entity'slimit for agiven
species is reached, no facility within the entity could process additional amounts of that
Species.

Assumptions and Issues

The following assumptions and issues underpin the specification of options above and the analysis, and need
to be carefully considered by the Council.

1.

2.

Processing limits will not constitute an allocation.

Fisheries with processing limits.

Crab Fisheriesin the BSAI : If crab fisheries are included, the analysis assumes that limits will be
species-specific but not area-specific, i.e., therewill be processing limits on Blue King Crab, Brown
King Crab, Red King Crab, Bairdi Crab, and Opilio Crab, but not by area.

Groundfish other than pollock in the BSAI: Non-pollock BSAI groundfish limitswill be applied to
five species groups for the entire BSAI rather than by specific speciesfor specific areas: Pacific Cod,
Atka Mackerd, Flatfish, Rockfish, and Other Groundfish without referenceto area.

All groundfishinthe GOA: GOA groundfishlimitswill beapplied to six speciesgroupsfor theentire
GOA rather than by specific species and area: Pollock, Pacific Cod, Atka Mackerd, Flatfish,
Raockfish, and Other Groundfish. Processing limitsin the GOA arein addition to the potentially more
restrictive languageinthe AFA regarding Area 630 and pollock and Pacific cod processing. They will
not supersede the language in the AFA unless that is the specific intent of Council.

Calculation of processing limits.

Thefollowing general formula will be used to calculate processing limits for each limited fishery:

Historical Processing of Limited Processors ,

— - Current Year TAC (or GHL for Crab) = AFA Processing Limit
Historical Processing of All Processors

The analysis assumes that all AFA digible facilities will participate in cooperatives.

Years included in processing history.

- 1995, 1996, and 1997. These years were indicated in the AFA.
- 1996, 1997 only. These years were proposed by the Council as an alternative.

Treatment of non-pollock processing histories of the nine removed catcher processors.

The processing histories of the nine catcher processors listed in section 209 are treated differently
depending on how theprocessing limitisconfigured. For an overall limit, thehistorieswill beincluded
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10.

in that overal limit. For sector limits, thehistoriesareincludedinthe offshore catcher processor limit.
If individual limits areused, the histories will go to American Seafoods as awhole or be apportioned
equally among its seven catcher processors.

GOA Groundfish processing limits of 20 named catcher processors.

The GOA groundfish processing limits of the 20 catcher processors listed in section 208 of AFA are
included in the overall, sector, or individual catcher processors’ limits, depending on options chosen.
The AFA prohibits those 20 vessels from processing any BSAI crab (none did anyway during 1995-
1997), any GOA pallock, any groundfish in GOA Area 630, or more than 10% of the Pacific cod in
Areas 610, 620, and 640. However, non-AFA catcher processorsincluded within AFA companies or
entities could be allowed to process up to whatever limits are established.

Non-pollock processing histories of catcher processorsthat qualify under 8208(e)(21) AFA and shore
plants that qualify under 8208(f)(1)(B).

It appears that two processing facilities, the Ocean Peace, and the shore plant in Kodiak owned by
International Seafoods of Alaska, would qualify under these sections. Discussions with members of
industry indicated that references to these facilities in the AFA wereincluded to allow thesefacilities
to continue to process pollock in directed fisheries as part of the allocations in 8206 of the AFA, but
that it was not intended that they would be limited unless they participated in cooperatives. Because
it isnot anticipated that thesefacilitieswill participate in cooperatives, their processing histories have
not been included in the calculation of processing limits.

Processing histories of AFA-digible facilities that choose not to participate in cooperatives.

All 23 catcher processors and motherships specified inthe AFA, and the shore plants and floaters that
processed 2,000 or moretons of pollock in 1996 and 1997, areassumed to participate in cooperatives.
Therefore, ther processing histories areincluded in the calculation of thelimits. If thair historiesare
included in calculating thelimits, but they choose not to bein a cooperative, will the non-participating
facilities have to cease processing if an applicable processing limit is reached? In general, for all
options presented, the Council will need to decide whether processing limits would be applied
when facilities’companies do not participate in co-ops.

Use of 10% Ownership Rulein the determination of AFA entities.

The analysis treats the ownership of each individual inafamily separatdy. The Council may wishto
treat theownership of currently married individualsand theminor children asasingle ownership stake
for purposes of the 10% Ownership Rule. Further, the analysis assumes that CDQ companies and
organization aretreated no differently from other companies. Issuesof "control" have been discussed
earlier. Asnoted then, this analysis focuses more on ownership.

Fixed processing limits, or adjustable limits to account for changes in ownership patterns or the
participation of AFA-digible facilities in cooperatives.

For example, a non-AFA processing company purchases an AFA-digible facility. The new owner
would become an AFA company. If the limits are intended to preclude AFA companies from
expanding ther processing in non-pollock species, then it stands to reason that the new owner’s
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processing inits non-AFA plantswould beadded into the AFA processing total for that species. Once
aprocessing limit for a given speciesisreached, then the new owner will haveto cease processing that
species at all of itsfacilities. If processing limits arefixed, then the new owner’s processing history
from its original plants would not be included in the processing limit calculation, but the current
processing of its original non-AFA plants would count toward the limits. In this example, a closure
could result before any of the facilities has processed its historical percentage of the species.

11. Vessds that are not digible under the Crab and/or Groundfish License Limitation Program (LLP).

The analysis uses all catch and processing of all vessds and processing facilities that participated in
1995-1997, and does not verify whether all catcher processors would qualify for alicense under the
LLP. Itisnot bdievedthat thereweresignificant numbers of unqualified vessds participating inthose
years.

12. Processing totals of vessds or plants that have been destroyed or replaced.

Since 1995, there have been several vessds or plants that have been destroyed or replaced. In some
of those cases, catch and processing histories have been transferred to new ownerswho havebuilt new
vessds or processing facilities to replace the old. It is possible that AFA companies or members of
AFA entities own the catch and processing histories of some of the destroyed or replaced facilities.
The analysis assumes that the catch and processing histories of such destroyed or replaced facilities
will be included in the calculation of AFA processing limits. However, it should be noted that it is
possiblethat someof thelost or destroyed vessds may not bedigiblefor licensesunder theCrab LLP.
Because of the difficulties in documenting destroyed or replaced vessdls, the analysis includes
processing of all facilities that participated in the fisheries between 1995 and 1997.

13. Processing totals of vessds that have been removed from U.S. documentation.

It is possible that some vessdls that are no longer U.S.-documented fishing vessd's (in addition to the
nine vessds removed in the AFA) may contribute to the AFA processing limits. In some cases, the
processing histories of those vessds may be sufficient to qualify replacement vessds under the LLP,
and it is possible that the owners of those fishing histories have already built replacement vessdls.

Because of the difficulties of confirming current U.S. documentation of all vessds, the analysis
includes the catch and processing of all vessds that participated in the fisheries between 1995 and
1997. If theCouncil choosesto excludethesevessds, then processing histories of all vessdsthat have
given up ther documentation should be removed from both the numerator and the denominator of the

calculation for calculating limits.

14. Interactions of processing limits with Improved Retention and Improved Utilization (IRIU).

If aprocessing limit isreached for aspeciesthat iscaught asbycatchin other fisheries, will processing
of the other species belimited aswell? As an example, assumethat a processing limit for Pacific cod
isreached, but the processing limit for flatfish hasyet to beattained. Bycatch of Pacific cod isamost
unavoidable in flatfish fisheries, and thereforeit islikely that additional Pacific cod will be caught or
ddivered to flatfish processors. |If those processors cannot process additional Pacific cod, and they
cannot discard the Pacific cod because of IRIU, then in effect they cannot process additional flatfish
(must refuse ddlivery).
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15.

16.

17.

18.

Crab GHLs

How will processing limits be applied to crab species when the Guiddine Harvest Level (GHL ) is set
as arange, or when crab species are managed by season?

Treatment of Bycatch.

If a processing limit for a species is reached, the processors affected by that limit, whether at the
individual, sector, or overall levd, will be prohibited from processing additional amounts of that
species, evenif ddivered as bycatch. NMFS may, however, employ a phased approach of impaosing
processing limits that would allow the processing of bycatch amounts of a limited species after a
predetermined threshold is reached.

Defining AFA facilities, companies, and entities.

Processing limitswill be set at thebeginning of theyear and may vary with thenumber of participating
facilities and species TACs. Facilities, companies and entities must declare before the calendar year
which facilitieswill participatein pollock cooperatives. That declaration will definewhich facilities,
companies and entitiesare AFA-rdlated. If acompany or entity has at least one AFA digiblefacility,
that company or entity is defined as an AFA company or entity.

NMFES verification procedures.

NMFS will have the ultimate responsibility for defining AFA facilities, companies, and entities.
Ownership structure will need to be detailed in affidavits showing ownership shares down to the 10
percent ownershiplevd. If acompany, corporation, or partnership ownstheprocessor, then additional
details showing the individual owners of the company, corporation, or partnership must also be
provided. The processor’s permit application will also contain signed affidavits from all companies,
corporations, partnerships and individuals that own at least a 10 percent share of the processor. The
affidavitswill indicateall other processing facilities in which the company, partnership, or individual
has at least a 10 percent ownership share. After defining AFA facilities, companiesor entities, NMFS
will send documentation to each onedescribing thecompany and ownership linkages. A representative
of thefacility, company or entity will haveto acknowledge the ownership structureand agreeto abide
by the processing limits, or be denied a permit.

If sector limits areto beused, the representativewill also haveto declare which sector hisfacility will
operate based on already established inshore-offshore criteria.

AFA-digible inshorefloating processors, if they participate in pollock cooperatives, must declare as
part of theinshore sector, and may not process crab or groundfishin alocation other than thelocation
in which they process pollock.
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8.5 Results of the Analysis of Ten Options

This section presents the results of the analysis of the ten options. It quantifies the limits as they pertain to
various levels and layers within levels, and qualitatively assesses the efficacy of the option in meeting the
objectives previously described.

8.5.1 Option 1: Overall Processing Limits Applied to All AFA Facilities

A singleoverall processing limit would be set for each species and would encompass all AFA facilities. Once
the overall limit is reached, no additional processing of the limited species by any AFA facility would be
allowed. Under this option, only AFA facilities would belimited. 1f a company owns an AFA facility and a
non-AFA facility, only the AFA facility would be affected by the processing limits.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded
in the overall processing limits. The AFA prohibits those 20 vessds from processing any BSAI crab, any
pollock in the GOA, any groundfish in Area 630 of the GOA, and more than 10 percent of the Pacific cod in
Areas 610, 620, and 640. However, other processors included within the AFA processing limits will be
allowed to process the 20 catcher processors historical portions of GOA groundfish species. (The 20 catcher
processors listed in 8208 of the AFA did not process any crab during the historical processing period.)

A qualitative assessment of the effectiveness of this option in meeting the 10 objectives introduced in
Subsection 8.1.5 is given in Table 8.5 along with an assessment for the other options. The table shows each
of those objectives with a presumed rating from the perspective of aninterest group. Theobjectives arerated
“good’, “fair” or “poor”, rative to the other options, and wherea “fair” rating implies that there are worse
options and there are better options. Theratings are made from the analyst’ s presumption of the attitudes of
the stated interest group, but do not necessarily reflect the actual judgement of the group.
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Table 8.4 shows estimates of overall processing limits for AFA facilities for each species group, based first
on the processing histories of AFA facilitiesin 1995-1997 and then on only 1996-1997.

Table8.4 Option 1: Overall Limit Applied to All AFA Facilities, 1995-1997 and 1996-1997

Per cent of Total Processng

Bering Sea Aleutian Idands Groundfish

Atka Flatfish  Other Species PacificCod ~ Rockfish
Macker el
1995-1997 13.64 33.57 22.78 37.95 19.23
1996-1997 13.04 33.73 23.48 38.75 18.74
Gulf of Alaska Groundfish
Atka Flatfish  Other Species Pacific Cod Pollock Rockfish
Macker el
1995-1997 14.23 7.88 4.58 31.83 47.45 9.25
1996-1997 9.94 6.66 4.55 35.55 46.73 8.11
Crab
Bairdi BlueKing Brown King Opilio Red King
1995-1997 56.47 18.63 55.77 19.03 55.21
1996-1997 61.09 16.61 55.08 19.70 57.43
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Table8.5 Summary of the Qualitative Analysis of Processing Limits

Overall Limits Sector Limits Individual Limits
Option Option Option | Option Option Option | Option Option Option  Option
1 2 3 4 5 6 7 8 9 10

Facility Company Entity Facility @ Company Entity | Facility @ Company AFA/Co. Entity

Objectives from the Per spective of Proponents of Processing Limits

1. How does the option ratein terms of limiting Poor Fair Good Poor Fair Good Poor Fair Poor Good
AFA processing of species other than BSAI
pollock to the levels achieved prior to the

I~ o F S S
2. How does the option rate in terms of including Poor Fair Good Poor Fair Good Poor Fair Poor Good

___________ Al PrOCES S N I S Of A A OO OS2 | e eeee s eeess e seeees e o eee e e e
3. How does the option ratein terms of preventing | | Poor Far  Good | Poor  Far Good | Poor | Far | Poor | Good

AFA companies from evading the limits
through subsidiaries or holding companies?

Objectives from the Per spective of AFA Processors

4. How does the option rate in terms of allowing Good Good Good Good Good Good Poor Good Good Good
AFA processors to maximize their ability to
realize profits in the pollock processing
industry?

5. How does the option ratein terms of allowing Fair Fair Poor Fair Poor Poor Fair Fair Good Fair
AFA processors to be able to utilize non-
pollock processing capacity improvements
completed prior to passage of the AFA?

6. How does the option rate in terms of its effect Good Fair Poor Fair Fair Poor Good Fair Good Poor
on the market value of AFA facilities?

Objectives from the Per spective of Non-pollock ProcessorsLinked to AFA Processors

7.  How does the option ratein terms of restricting Good Good Poor Good Good Poor Good Good Good Poor
non-pollock processors that will not benefit
directly from the AFA?
O Bt S I O N PO OOl Of NNV S e oo oo oo
8. How does the option ratein terms of the Good Fair Poor Good Fair Poor Good Fair Good Poor
B o e e O S HOPO T WO
9. How does the option rate in terms of the NMFS Good Fair Poor Good Fair Poor Good Fair Good Poor
e DUty tO dEtErmINe aNA SELINEIIMIIS? | L eeesses e pesssess s sess s ssss s et
10. How does the option ratein terms of the NMFS Good Fair Fair Good Poor Poor Fair Fair Fair Fair
ability to manage the limits in-season?
Notes:

1/ The objectives are given a presumed rating relative to the other options from the perspective of the interest group shown. A fair rating implies that there are worse options
and better options.
2/ The column headed “ AFA/Co.” isfor the option that imposes individual processing limits on the AFA facilities in a company, but does not limit non-AFA facilities in the

company.
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8.5.2 Option 2: Overall Limits Applied to All Facilitiesin AFA Companies

A single overall processing limit would be set for each species and would encompass all of the processing
facilities of companies that have a direct majority ownership stake in AFA facilities. In effect the primary
criterion under which two or more processing facilities are considered to be owned by a  single company will
be whether the majority of ownership in each facility is held by the sameindividuals or companies, regardless
of whether each individual’s or company’s rlative shares are identical In this section, companies that own
AFA facilities arereferred to as AFA companies. Oncethe overall limit is reached, no additional processing
of the limited species by any facility owned by any AFA company would be allowed. The 10% Ownership
Rule would not be applied under this option, and only thosefacilitiesthat arewithin the AFA companieswould
be limited.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded

in the catcher-processor sector processing limits. The AFA prohibits those 20 vessdls from processing any
BSAI crab, any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the

Pacific cod in Areas 610, 620, and 640. However, other non-AFA catcher processors included within AFA

catcher-processor sector limits will be allowed to process up to the catcher-processor sector processing limits
for crab and GOA groundfish species. (The 20 catcher processors listed in 8208 of the AFA did not process
any crab during the historical processing period.)

Table 8.6 shows estimates of overall processing limits for AFA companies for each species group. The
estimates are based on the processing histories of al facilities in AFA companies for 1995-1997 and 1996-
1997. The effectiveness of the processing limitsis shown in Table 8.5.

Table8.6 Option2: Overall Limit Applied to All Facilities within AFA Companies, 1995-1997 and 1996-
1997.

Per cent of Total Processing

Bering Sea Aleutian Islands Groundfish

Atka Flatfish ~ Other Species Pacific Cod  Rockfish
M acker el
1995-1997 13.93 36.82 26.09 42.19 25.99
1996-1997 13.17 35.79 26.56 43.50 24.72
Gulf of Alaska Groundfish
Atka Flatfish ~ Other Species Pacific Cod Pollock Rockfish
M acker el
1995-1997 16.86 21.87 8.48 44,31 58.27 25.03
1996-1997 10.07 21.00 8.82 48.11 56.04 25.27
Crab
Bairdi BlueKing BrownKing Opilio Red King
1995-1997 65.15 74.05 59.93 61.67 69.37
1996-1997 61.09 7452 55.79 62.64 70.04
S\maria\AFA\afaeal.wpd 197 January 2000



8.5.3 Option 3: Overall Limits Applied to All Facilitiesin AFA Entities

This section discussesasingleoverall processing limit that would be set for each species and would encompass
all of the processing facilities of AFA entities, as defined by the 10% Ownership Rule. Oncetheoverall limit
isreached, no additional processing of thelimited species by any facility associated with any AFA entity would
be allowed.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded

in the catcher-processor sector processing limits. The AFA prohibits those 20 vessdls from processing any
BSAI crab, any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the

Pacific cod in Areas 610, 620, and 640. However, other non-AFA catcher processors included within AFA

catcher-processor sector limits will be allowed to process up to the catcher-processor sector processing limits
for crab and GOA groundfish species. (The 20 catcher processors listed in 8208 of the AFA did not process
any crab during the historical processing period.)

Tables 8.7 and Table 8.8 show estimates of overall processing limitsfor AFA entities for each species group.
The entities are basaed on the organizational analysis from Section 8.2, and therefore the estimates should be
viewed as analytical estimates rather than final limits. The tables provide ranges of estimated limits for each
species group. Thelower values are derived from facilities that the analysts were able to document as part of
an AFA entity and are shown in the rows labded "documented”. Higher estimates of the limits are shownin
rows labded "possible” The higher estimates werederived by adding to the documented totals, the processing
volumes of other facilities that may be considered part of an AFA entity once final rules are determined and
additional information and verification has been gathered. Asbefore,  the qualitative analysis of the efficacy
of this option is shown in Table 8.5.

Table8.7 Option 3: Overall Limit Applied to All Facilities Within AFA Entities, 1995-1997

Per cent of Total Processing

Bering Sea Aleutian Islands Groundfish

Atka Flatfish ~ Other Species Pacific Cod  Rockfish
Mackerel
Documented 13.94 38.48 28.34 44.36 27.68
Possible 15.01 54.26 39.07 51.09 43.53
Gulf of Alaska Groundfish
Atka Flatfish ~ Other Species Pacific Cod Pollock Rockfish
Mackerel
Documented 17.21 28.72 17.40 50.56 66.93 29.39
Possible 19.48 32.37 20.93 51.27 67.10 37.20
Crab
Bairdi BlueKing BrownKing Opilio Red King
Documented 65.38 74.05 59.93 61.67 69.37
Possible 66.90 74.56 59.93 63.31 70.20
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.
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Table8.8 Option 3: Overall Limit Applied to All Facilities Within AFA Entities, 1996 and 1997

Per cent of Total Processing

Bering Sea Aleutian Islands Groundfish

Atka Flatfish Other PacificCod  Rockfish
Mackerel Species
Documented 13.18 35.95 27.73 43.91 24.97
Possible 13.92 52.51 39.24 50.61 41.15
Gulf of Alaska Groundfish
Atka Flatfish Other Pacific Cod Pollock Rockfish
Mackerel Species
Documented 10.13 29.35 19.19 54.49 65.44 31.17
Possible 11.36 32.23 22.90 54.72 65.57 39.41
Crab
Bairdi BlueKing Brown King Opilio Red King
Documented 61.83 74.52 55.79 62.64 70.04
Possible 62.40 74.90 55.79 64.41 70.92
Notes:
1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.

854 Option 4: Sector-Leve Processing Limits Applied to All AFA Facilities

Sector-leve processing limitswould beimposed for each species upon all AFA facilitiesasdefinedinthe AFA
aggregated across the offshore, mothership, and shoreside processors. Once the sector limit is reached, no
additional processing of the limited species by any AFA facility would be allowed.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded
in the catcher-processor sector processing limits. The AFA prohibits those 20 vessels from processing any
BSAI crab, any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the
Pacific cod in Areas 610, 620, and 640. However, other non-AFA catcher processors included within AFA
catcher-processor sector limits will be allowed to process up to the catcher-processor sector processing limits
for crab and GOA groundfish species. (The 20 catcher processors listed in 8208 of the AFA did not process
any crab during the historical processing period.)
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Table 8.9 shows estimates of sector level processing limits for AFA facilities for each species group. The
estimates arebased on the processing histories of AFA facilitiesduring theyears 1995, 1996, and 1997. Table
8.10 shows estimates of sector level processing limits for AFA facilities for each species group, based on the
processing histories of AFA facilities during theyears 1996 and 1997. Theefficacy of thisoptionisevaluated
in Table8.5.

Table8.9 Option 4: Sector-Leve Limits Applied to AFA Facilities, 1995-1997
Per cent of Total Processing by Sectors

Catcher Inshore
Speciesby Area Processors Processors Motherships  Total
Bering Sea Aleutian Islands Groundfish
Atka Mackerd 12.81 0.23 0 13.64
Flatfish 2541 7.86 0.46 33.73
Other Species 931 13.39 0.78 23.48
Pacific Cod 11.73 2541 161 38.75
Rockfish 9.32 8.51 0.91 18.75
Gulf of Alaska Groundfish
Atka Mackerd 0.27 9.67 - 9.94
Flatfish 4.64 2.02 0 6.66
Other Species 0.89 3.66 - 4.56
Pacific Cod 242 33.10 0.03 35.55
Pollock 0.96 45.68 0.09 46.72
Rockfish 6.87 124 - 8.11
Crab
Bairdi - 56.47 - 56.47
Blue King - 18.63 - 18.63
Brown King - 55.77 - 55.77
Opilio - 19.03 - 19.03
Red King - 55.21 - 55.21
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Table8.10 Option4: Sector-Leve Limits Applied to AFA Facilities, 1996 and 1997

Per cent of Total Processing by Sectors

Catcher Inshore
Speciesby Area Processors Processors Motherships  Total
Bering Sea Aleutian Islands Groundfish
Atka Mackerd 12.81 0.23 0 13.04
Flatfish 2541 7.86 0.46 33.73
Other Species 931 13.39 0.78 23.48
Pacific Cod 11.73 2541 161 38.75
Rockfish 9.32 8.51 0.91 18.74
Gulf of Alaska Groundfish
Atka Mackerd 0.27 9.67 - 9.94
Flatfish 4.64 2.02 0 6.66
Other Species 0.89 3.66 - 455
Pacific Cod 242 33.10 0.03 35.55
Pollock 0.96 45.68 0.09 46.73
Rockfish 6.87 124 - 8.11
Crab
Bairdi - 61.09 - 61.09
BlueKing - 16.61 - 16.61
Brown King - 55.08 - 55.08
Opilio - 19.70 - 19.70
Red King - 57.43 - 57.43
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855 Option 5: Sector-Leve Limits Applied to All Facilitiesin AFA Companies

Sector-leve processing limits would be imposed for each species upon all facilities in AFA companies as
defined by direct ownership of AFA facilities. Sectors would be defined on the basis of the existing
inshore/offshore regulations. The catcher processor sector would include all catcher processors of any gear
typegreater than 125 feet LOA and all catcher processors less than 125 feet L OA that process morethan 125
tons per week (round weight). The mothership sector would include any non-catching floating processor that
takes ddivery of groundfish or BSAI crab species in more than one location during the year, or which takes
dediveries outside of statewaters. Theinshore sector would include all shore plants and non-catching floating
processors that take ddivery of groundfish and BSAI crab in a single location within state waters during the
year, and all catcher processors of any gear type less than 125 feet LOA that process less than 125 tons per
week (round weight). Once the sector limit is reached, no additional processing of the limited species by any
AFA facility in the sector would be allowed.

The primary criterion under which two or more processing facilities are considered to be owned by a single
company will be whether the majority of ownership in each facility is hed by the same individuals or
companies, regardless of whether each individual’ s company’s relative shares are identical. Once  the sector
limit is reached, no additional processing of the limited species by any facility owned by an AFA company
included in the sector would be allowed.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded

in the catcher-processor sector processing limits. The AFA prohibits those 20 vessds from processing any

BSAI crab, any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the

Pacific cod in Areas 610, 620, and 640. However, other non-AFA catcher processors included within AFA
catcher-processor sector limits will be allowed to process up to the catcher-processor sector processing limits
for crab and GOA groundfish species. (The 20 catcher processors listed in 8208 of the AFA did not process
any crab during the historical processing period.)

Table8.11 shows estimates of sector level processing limits for AFA companiesfor each speciesgroup. The

estimates are based on the processing histories of all facilitiesin AFA companies during theyears 1995, 1996,
and 1997, and the assumptions ddlineated above. Table 8.12 shows similar information for 1996-1997.
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Table8.11 Option5: Sector-Leve Limits Applied to All Facilities Within AFA Companies, 1995-1997

Per cent of Total Processing by Sectors

Catcher Inshore
Speciesby Area Processors Processors Motherships  Total
Bering Sea Aleutian Islands Groundfish
Atka Mackerd 12.95 0.23 0 13.17
Flatfish 27.37 7.87 0.56 35.79
Other Species 12.11 1341 1.04 26.56
Pacific Cod 14.81 25.49 3.20 43.50
Rockfish 15.08 8.52 112 24.72
Gulf of Alaska Groundfish -
Atka Mackerd 0.30 9.76 - 10.07
Flatfish 9.09 11.91 0 21.00
Other Species 1.96 6.86 0 8.82
Pacific Cod 2.84 44.03 1.25 48.11
Pollock 1.05 54.9 0.09 56.04
Rockfish 20.27 5.00 0 25.27
Crab
Bairdi 331 58.91 294 65.15
BlueKing 2.79 34.54 36.71 74.05
Brown King 3.56 56.37 0 59.93
Opilio 4.44 30.48 26.76 61.67
Red King 0.65 61.43 7.30 69.37
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Table8.12 Option5: Sector-Levd Limits Applied to All Facilities Within AFA Companies, 1996 and

1997
Per cent of Total Processing by Sectors

Catcher Inshore
Speciesby Area Processor s Processor s Motherships  Total
Bering Sea Aleutian Ilands
Groundfish
Atka Mackerd 12.95 0.23 0 1317
Flatfish 27.37 7.87 056  35.79
Other Species 12.11 1341 1.04 26.56
Pacific Cod 14.81 25.49 320 4350
Rockfish 15.08 8.52 112 2472
Gulf of Alaska Groundfish
Atka Mackerd 0.30 9.76 - 10.07
Flatfish 9.09 11.91 0 21.00
Other Species 1.96 6.86 0 8.82
Pacific Cod 2.84 44.03 125 4811
Pollock 1.05 54.90 0.09 56.04
Rockfish 20.27 5 0 2527
Crab
Bairdi 0 61.09 0 6109
Blue King 0 35.31 39.21 7452
Brown King 0 55.79 0 5579
Opilio 4.22 31.56 26.86 62.64
Red King 0.69 61.76 759  70.04
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8.5.6 Option 6: Sector-Leve Limits Applied to All Facilitiesin AFA Entities

Sector-leve processing limitswould be applied for each speciesto all facilitiesin AFA entities, as defined

by the 10% Ownership Rule. Sectors would be defined asin Option 5. Once the sector limit is reached,
no additional processing of the limited species by any entity that owns an AFA-digible facility included

in the sector would be allowed. All processing facilities associated with an AFA entity would be affected
by the limit.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA are
included in the catcher-processor sector processing limits. The AFA prohibits those 20 vessds from
processing any BSAI crab, any pallock in the GOA, any groundfish in Area 630 of the GOA, and more
than 10 percent of the Pacific cod in Areas 610, 620, and 640. However, other non-AFA catcher
processors included within AFA catcher-processor sector limits will be allowed to process up to the
catcher-processor sector processing limits for crab and GOA groundfish species. (The 20 catcher
processors listed in 8208 of the AFA did not process any crab during the historical processing period.)

Tables 8.13 and 8.14 show, for the two time periods, estimates of sector level processing limitsfor AFA
entities for each speciesgroup. The entities arebased on the organizational analysisfrom Section 8.2, and
therefore the estimates should beviewed as analytical estimatesrather thanfinal limits. Thetablesprovide
ranges of estimated limits for each species group. The lower values are derived from facilities that the
analysts were ableto document as part of an AFA entity and are shown in therowslabded "documented.”
Higher estimates of the limits are shown in rows labded "possible” The higher estimates were derived by
adding to the documented totals, the processing volumes of other facilities that may be considered part of
an AFA entity once final rules are determined and additional information and verification has been
gathered.
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Table8.13 Option 6: Sector-Leve Limits Applied to All Facilities Within AFA Entities, 1995-1997

Species by Percent of Total Processing by Sectors
Area AFA Links
Catcher Inshore
Processor s Processor s M other ships Total
Bering Sea Aleutian Islands Groundfish
Atka Mackerd  documented 12.95 0.23 0 13.18
possible 13.69 0.23 0 13.92
Flatfish documented 27.41 7.94 0.60 35.65
possible 277 9.15 0.60 52.52
Other Species  documented 12.80 13.73 1.20 27.73
possible 23.35 14.69 1.20 39.24
Pacific Cod documented 14.99 25.49 3.43 43.91
possible 21.49 25.69 3.43 50.61
Rockfish documented 15.16 8.53 1.28 24.97
possible 30.33 9.54 1.28 41.15
Gulf of Alaska Groundfish
Atka Mackerd  documented 0.30 9.82 - 10.12
possible 154 9.82 - 11.36
Flatfish documented 9.09 19.05 121 29.35
possible 10.73 20.29 121 32.23
Other Species  documented 1.96 17.10 0.13 19.19
possible 3.23 19.54 0.13 22.90
Pacific Cod documented 2.84 50.35 1.30 54.49
possible 2.98 50.44 1.30 54.72
Pollock documented 1.05 64.30 0.09 65.44
possible 1.18 64.31 0.09 65.48
Rockfish documented 20.27 10.64 0.26 31.17
possible 28.14 11.01 0.26 39.41
Crab
Bairdi documented 331 59.13 2.94 65.38
possible 4.83 59.13 2.94 66.90
BlueKing documented 2.79 34.54 36.71 74.05
possible 331 34.54 36.71 74.56
Brown King documented 3.56 56.37 0 59.93
possible 3.56 56.37 0 59.93
Opilio documented 4.44 30.48 26.76 61.67
possible 6.08 30.48 26.76 63.31
Red King documented 0.65 61.43 7.30 69.37
possible 147 61.43 7.30 70.20
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.
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Table8.14 Option 6 Sector-Leve Limits Applied to All Facilities Within AFA Entities, 1996 and 1997

Per cent of Total Processing by Sectors

Catcher Inshore
Specieshy Area  AFA Links Processor s M other ships Processor s Total
Bering Sea Aleutian Islands Groundfish
Atka Mackerd  documented 12.95 0 0.23 13.18
possible 13.69 0 0.23 13.92
Flatfish documented 2741 0.60 7.94 35.95
possible 277 0.60 9.15 52.51
Other Species  documented 12.80 1.20 13.73 27.73
possible 23.35 1.20 14.69 39.24
Pacific Cod documented 14.99 3.43 25.49 43.91
possible 21.49 3.43 25.69 50.61
Raockfish documented 15.16 1.28 8.53 24.97
possible 30.33 1.28 9.54 41.15
Gulf of Alaska Groundfish
Atka Mackerd  documented 0.30 - 9.82 10.13
possible 154 - 9.82 11.36
Flatfish documented 9.09 121 19.05 29.35
possible 10.73 121 20.29 32.23
Other Species  documented 1.96 0.13 17.10 19.19
possible 3.23 0.13 19.54 22.90
Pacific Cod documented 2.84 1.30 50.35 54.49
possible 2.98 1.30 50.44 54.72
Pollock documented 1.05 0.09 64.30 65.44
possible 1.18 0.09 64.31 65.57
Raockfish documented 20.27 0.26 10.64 31.17
possible 28.14 0.26 11.01 39.41
Crab
Bairdi documented 0 0 61.83 61.83
possible 0.56 0 61.83 62.40
BlueKing documented 0 39.21 35.31 74.52
possible 0.38 39.21 35.31 74.90
Brown King documented 0 0 55.79 55.79
possible 0 0 55.79 55.79
Opilio documented 4.22 26.86 31.56 62.64
possible 5.98 26.86 31.56 64.41
Red King documented 0.69 7.59 61.76 70.04
possible 1.58 7.59 61.70 70.92
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.

S\maria\AFA\afaeal.wpd 207 January 2000



8.5.7 Option 7: Individual Processing Limits Applied to Each AFA Facility

Individual processing limits for each species would be imposed upon each AFA digible facility. Once the
individual facility reachesalimit for aparticular species, no additional processing of thelimited speciesby that
facility in thesector would beallowed. Thelimitswould not constitute an allocation, and would not guarantee
that afacility could processa specified percentageof the TAC. Aswith other sideboard alternatives, adecision
has to be made as to whether the limit would apply in the event a facility does not participate in a co-op.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded
in the catcher-processor sector processing limits. The AFA prohibits those 20 vessels from processing any
BSAI crab, any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the
Pacific cod in Areas 610, 620, and 640. The Council should make a decision regarding the ability of these
catcher processors to shift historical processing from Area 630 to other areas for purposes of the processing
limits. (The 20 catchers listed in 8208 of the AFA did not process any crab during the historical processing

period.)

Tables 8-15-8.20 show estimates of individual processing limitsfor AFA facilities for each species group and
two time periods. Actual plant identities have been hidden for reasons of confidentiality.
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Table8.15 Option 7: Individual Plant and Vessd Limits for Bering Sea Aleutian Island Groundfish, 1995-
1997

AFA Plant
Number Sector Per cent of Total Processing
Atka
M acker el Flatfish  Other Species Pacific Cod Rockfish
1 CP 0 0.14 0.41 0.85 0.17
2 INS 0.03 3.93 2.75 3.76 1.35
3 INS 0 0.25 0.69 2.24 1.15
4 MS 0 0.56 0.35 0.88 0.57
5 CcP 177 0.02 0.65 0.12 0.09
6 INS 0.06 0.69 3.09 7.66 2.54
7 CP 0 0.12 0.66 114 0.20
8 CcP 1.37 0.70 0.91 0.91 0.52
9 CcP 137 3.10 0.89 0.94 1.05
10 CP 0 2.50 0.37 0.18 0.49
11 CP 2.62 0.70 0.68 0.94 0.58
12 CP 0 1.98 0.27 0.14 0.45
13 INS 0 0.03 0.09 0.12 0.03
14 CP - 0.03 0.04 0.03 0.01
15 CP 1.37 3.37 0.88 0.97 1.20
16 INS 0.11 0.19 0.76 1.46 1.37
17 INS 0.01 0.16 0.79 2.63 0.42
18 CP 1.37 0.73 0.66 0.87 0.53
19 CP 0 0.06 0.05 0.09 0.03
20 MS 0 0.04 0.18 0.35 0.07
21 INS 0.03 1.97 1.61 321 0.89
22 CP - 6.08 0.82 0.39 117
23 CP 1.40 1.02 0.67 1.75 0.79
24 CP 0.72 1.78 0.69 0.26 157
25 CP - 0.04 0.08 0.06 0.05
26 CP - 0.01 0.01 0.01 0
27 CP 0.01 0.07 0.14 0.95 0.15
28 CP 0 0.07 0.10 0.15 0.04
29 CP 1.37 2.62 0.74 0.95 0.83
30 MS 0 0.07 0.10 0.12 0.07
31 INS 0.02 0.50 2.66 3.82 0.85
Total 13.64 33.57 22.78 37.95 19.23

Note: Theprocessing of theninefacilitiesthat wereremoved fromthefishery according to AFA has been redistributed
to the remaining seven facilities owned by American Seafoods
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Table8.16 Option 7: Individual Plant and Vessd Limits Gulf of Alaska Groundfish, 1995-1997

AFA Plant

Number Sector Per cent of Total Processing

Atka Other
M acker €l Flatfish Species  Pacific Cod  Pollock Rockfish
1 CP - 0 0 0 0.03 -
2 INS 2.98 0.06 0.33 0.56 3.26 0.04
3 INS 0 0.02 0.01 0.20 1.70 0
4 MS - 0 - 0.01 0.08 -
5 CP - - - - - -
6 INS 0.16 0.06 0.02 0.89 0.82 0.04
7 CP - - - - - -
8 CP 0.03 0.77 0.10 0.21 0.14 0.43
9 CP 0.03 0.79 0.10 0.21 0.11 0.43
10 CP - - - - - -
11 CP 0.03 0.77 0.10 0.45 0.13 0.43
12 CP - 0 - 0 0.04 -
13 INS 1.17 1.04 1.24 14.86 27.12 0.60
14 CP - 0 0 0 0.05 -
15 CP 0.03 0.77 0.10 0.21 0.05 0.43
16 INS 0.34 0.12 0.01 0.31 0.40 0.01
17 INS 0.96 0.67 1.18 12.21 5.68 0.22
18 CP 0.03 0.77 0.10 0.21 0.05 0.43
19 CP - - - - - -
20 MS - 0 - 0 0.01 -
21 INS 457 0.06 0.24 0.38 2.3 0.03
22 CP - - - - - -
23 CP 0.03 0.77 0.10 0.21 0.05 0.43
24 CP 0.08 0.10 0.34 0.34 0.04 5.22
25 CP - - - - - -
26 CP - - - - - -
27 CP - 0.27 0.01 0.01 0.23 0.05
28 CP - 0 0 0 0.08 -
29 CP 0.03 0.77 0.10 0.21 0.16 0.43
30 MS - 0 - 0 0.02 -
31 INS 3.78 0.06 0.52 0.35 4.88 0.05
Total 14.23 7.88 4.58 31.83 47.45 9.25

Note: The processing of the nine facilities that were removed from the fishery according to AFA has been
redistributed to the remaining seven facilities owned by American Seafoods
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Table8.17 Option 7: Individual Plant and Vessd Limitsfor Crab, 1995-1997

A,\'T L)?m?:rm Sector Per cent of Total Processing
Bairdi BlueKing Brown King Opilio Red King

1 CP - - - - -
2 INS 12.14 1.68 7.72 2.55 12.45
3 INS - - - - -
4 MS - - - - -
5 CP - - - - -
6 INS 16.65 2.92 0.67 2.24 14.09
7 CcP - - - - -
8 CP - - - - -
9 CP - - - - -
10 CP - - - - -
11 CP - - - - -
12 CP - - - - -
13 INS - - - - -
14 CP - - - - -
15 CP - - - - -
16 INS - - - - -
17 INS 14.06 2.15 - 5.07 13.05
18 CP - - - - -
19 CP - - - - -
20 MS - - - - -
21 INS 6.03 4,92 16.75 3.36 7.50
22 CP - - - - -
23 CP - - - - -
24 CP - - - - -
25 CP - - - - -
26 CP - - - - -
27 CP - - - - -
28 CP - - - - -
29 CP - - - - -
30 MS - - - - -
31 INS 7.59 6.96 30.63 5.82 8.10
Total 56.47 18.63 55.77 19.03 55.21

Note: The processing of the nine facilities that were removed from the fishery according to AFA has been
redistributed to the remaining seven facilities owned by American Seafoods.
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Table8.18 Option 7: Individual Plant and Vessd Limits Bering Sea Aleutian Island Groundfish, 1996 and
1997

A,\'T L)?m?:rm Sector Per cent of Total Processing
Atka
M acker el Flatfish  Other Species Pacific Cod Rockfish

1 CcP 0 0.1 0.36 0.93 0.18
2 INS 0.03 4.12 2.92 3.72 1.50
3 INS 0.01 0.25 0.86 2.33 112
4 MS 0 0.33 0.49 117 0.83
5 CcP 211 0.02 0.86 0.13 0.11
6 INS 0.03 0.84 3.77 8.52 2.67
7 CcP 0 0.13 0.59 1.44 0.24
8 CcP 1.29 0.70 0.99 0.82 0.47
9 CcP 1.29 3.22 0.75 0.90 0.96
10 CcP 0 245 0.27 0.14 0.61
11 CcP 2.49 0.69 0.66 0.86 0.52
12 CP - 2.05 0.30 0.14 0.57
13 INS 0 0.03 0.08 0.12 0.04
14 CP - 0.03 0.05 0.02 0.02
15 CcP 1.29 3.61 0.90 0.95 1.29
16 INS 0.10 0.18 0.91 1.70 1.37
17 INS 0.01 0.19 0.84 2.82 0.45
18 CcP 1.29 0.70 0.64 0.83 0.48
19 CcP 0 0.08 0.06 0.09 0.05
20 MS 0 0.04 0.17 0.32 0.03
21 INS 0.02 1.85 152 2.61 0.75
22 CP - 6.34 0.73 0.39 1.49
23 CP 1.29 1.03 0.62 1.73 0.75
24 CcP 0.46 1.70 0.57 0.15 0.56
25 CP - 0.04 0.10 0.06 0.07
26 CP - - - - -
27 CP 0.01 0.07 0.16 114 0.16
28 CP 0 0.06 0.08 0.07 0.04
29 CP 1.29 2.38 0.63 0.93 0.75
30 MS 0 0.09 0.12 0.13 0.05
31 INS 0.02 0.41 2.49 3.58 0.62
Total 13.04 33.73 23.48 38.75 18.75

Note The processing of the nine facilities that were removed from the fishery according to AFA has been
redistributed to the remaining seven facilities owned by American Seafoods
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Table8.19 Option 7: Individual Plant and Vessd Limits Gulf of Alaska Groundfish, 1996 and 1997

AFA Plant

Number Sector Per cent of Total Processing

Atka Other
M acker el Flatfish Species  Pacific Cod  Pollock Rockfish

1 CP - 0 0 0 0.05 -
2 INS 3.79 0.05 0.43 0.51 1.23 0.04
3 INS 0 0.01 0.01 0.13 2.14 0
4 MS - 0 - 0.02 0.05 -
5 CcP - - - - - -
6 INS 0 0.03 0.02 0.65 0.41 0.06
7 CcP - - - - - -
8 CP 0.04 0.60 0.06 0.28 0.12 0.05
9 CP 0.04 0.60 0.06 0.28 0.06 0.05
10 CcP - - - - - -
11 CP 0.04 0.60 0.06 0.65 0.18 0.05
12 CP - 0 - 0 0.06 -
13 INS 0.16 1.09 1.48 17.39 30.32 0.82
14 CcP - - - - - -
15 CP 0.04 0.60 0.06 0.28 0.06 0.05
16 INS 0.02 0.07 0.01 0.26 0.59 0
17 INS 0.09 0.68 1.09 13.68 6.25 0.25
18 CP 0.04 0.60 0.06 0.28 0.06 0.05
19 CcP - - - - - -
20 MS - 0 - 0.01 0.02 -
21 INS 5.43 0.04 0.08 0.11 1.76 0.01
22 CcP - - - - - -
23 CP 0.04 0.60 0.06 0.28 0.06 0.05
24 CP 0.02 0.07 0.48 0.06 0.02 6.44
25 CcP - - - - - -
26 CcP - - - - - -
27 CP - 0.38 0.02 0.02 0.08 0.08
28 CcP - - - - - -
29 CP 0.04 0.60 0.06 0.28 0.23 0.05
30 MS - 0 - 0 0.02 -
31 INS 0.17 0.04 0.54 0.37 2.98 0.05
Total 9.94 6.66 4.56 35.55 46.72 8.11

Note: The processing of the nine facilities that were removed from the fishery according to AFA has been
redistributed to the remaining seven facilities owned by American Seafoods.
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Table8.20 Option 7: Individual Plant and Vessd Limitsfor Crab, 1996 and 1997

A,\'T L)?m?:rm Sector Per cent of Total Processing
Bairdi BlueKing Brown King Opilio Red King

1 CcP - - - - -
2 INS 13.67 252 9.68 291 13.35
3 INS - - - - -
4 MS - - - - -
5 CcP - - - - -
6 INS 13.09 2.80 1.04 1.68 14.76
7 CcP - - - - -
8 CcP - - - - -
9 CcP - - - - -
10 CcP - - - - -
11 CcP - - - - -
12 CcP - - - - -
13 INS - - - - -
14 CcP - - - - -
15 CcP - - - - -
16 INS - - - - -
17 INS 18.45 143 - 5.34 13.52
18 CcP - - - - -
19 CcP - - - - -
20 MS - - - - -
21 INS 9.13 3.12 16.16 3.22 7.58
22 CP - - - - -
23 CP - - - - -
24 CP - - - - -
25 CP - - - - -
26 CP - - - - -
27 CcP - - - - -
28 CcP - - - - -
29 CP - - - - -
30 MS - - - - -
31 INS 6.75 6.75 28.20 6.55 8.21
Total 61.09 16.61 55.08 19.70 57.43

Note: The processing of the nine facilities that were removed from the fishery according to AFA has been
redistributed to the remaining seven facilities owned by American Seafoods.

S\maria\AFA\afaeal.wpd 214 January 2000



8.5.8 Option 8: Individual Processing Limits Appliedtothe AFA FacilitiesWithin Each AFA Company

Individual processing limitsfor each specieswould beimposed upon all AFA companies. However, unlikethe
previous option, only the AFA-digiblefacilities within each company would beincluded. Oncethecompany’s
limit for a speciesisreached, no additional processing of thelimited species by any of the company'sfacilities
participating in pollock cooperatives would be alowed. Although the processing limits do not congtitute an
alocation, each AFA company could determine how its own limit might be divided among its participating
facilities. The analysis of individual-company processing limits on participating facilities uses the same
assumptions that definethe previous option. Aswith previous options, a decision hasto be made asto whether
the limit would apply when a company (or any of its AFA-digible facilities) does not join a co-op. Each
company would likely need to declare each year whether any of its facilities would be in a co-op.

Tables 8.21-8.26 show estimates of individual processing limits imposaed on the AFA facilities that are
participating in cooperatives within a company for each species group for the two time periods. Actual
company identities have been hidden for reasons of confidentiality.

Table8.21 Option8: Individual Company Limits Applied to AFA Facilitiesfor Bering Sea Aleutian |slands
Groundfish, 1995-1997

Company Number Per cent of Total Processing
Atka Other
M acker €l Flatfish Species Pacific Cod  Rockfish

Company 1 0.01 0.07 0.14 0.95 0.15
Company 2 0 0.12 0.66 1.14 0.20
Company 3 10.86 12.26 543 7.32 5.51
Company 4 0 0.21 0.51 101 0.21
Company 5 1.77 0.02 0.65 0.12 0.09
Company 6 0 0.25 0.69 2.24 1.15
Company 7 0.83 2.10 1.62 191 3.03
Company 8 - 6.08 0.82 0.39 117
Company 9 0 0.07 0.10 0.12 0.07
Company 10 0.02 0.50 2.66 3.82 0.85
Company 11 0.01 0.21 0.97 2.98 0.49
Company 12 0 0.56 0.35 0.88 0.57
Company 13 0.03 197 161 321 0.89
Company 14 0.06 0.72 3.18 7.78 2.57
Company 15 0.03 3.93 2.75 3.76 1.35
Company 16 0 4.48 0.64 0.32 0.94
Total 13.64 33.57 22.78 37.95 19.23
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Table8.22 Option 8: Individual Company Limits Applied to AFA Facilities for Gulf of Alaska
Groundfish, 1995-1997

Per cent of Total Processing

Atka Flat Other Pacific

Company Number M acker el fish Species Cod Pollock Rockfish

Company 1 - 0.27 0.01 0.01 0.23 0.05
Company 2 - - - - - -
Company 3 0.19 541 0.67 1.70 0.70 2.98
Company 4 - 0 0 0 0.11 -
Company 5 - - - - - -
Company 6 0 0.02 0.01 0.20 1.70 0
Company 7 0.41 0.22 0.36 0.65 0.49 5.23
Company 8 - - - - - -
Company 9 - 0 - 0 0.02 -
Company 10 3.78 0.06 0.52 0.35 4.88 0.05
Company 11 0.96 0.67 1.18 12.21 5.69 0.22
Company 12 - 0 - 0.01 0.08 -
Company 13 4.57 0.06 0.24 0.38 2.30 0.03
Company 14 1.33 1.10 1.26 15.75 27.94 0.64
Company 15 2.98 0.06 0.33 0.56 3.26 0.04
Company 16 - 0 - 0 0.04 -
Total 14.23 7.88 4.58 31.83 47.45 9.25

Table8.23 Option 8: Individual Company Limits Applied to AFA Facilities for Crab, 1995-1997

Company Number Per cent of Total Processing
Brown
Bairdi Blue King King Opilio Red King

Company 1 - - - - -
Company 2 - - - - -
Company 3 - - - 0.07 0
Company 4 - - - - 1.23
Company 5 - - - - -
Company 6 - - - - -
Company 7 - - - - -
Company 8 - - - - -
Company 9 - - - - -
Company 10 7.59 6.96 30.63 5.82 8.10
Company 11 14.06 215 0 5.07 13.05
Company 12 - - - - -
Company 13 6.03 4.92 16.75 3.36 7.50
Company 14 16.65 292 0.67 2.24 14.09
Company 15 12.14 1.68 7.72 2.55 12.45
Company 16 - - - - -
Total 56.47 18.63 55.77 19.10 56.44
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Table8.24 Option 8: Individual Company Limits Applied to AFA Facilities for Bering Sea Aleutian

Idands Groundfish, 1996 and 1997

Company Number

Per cent of Total Processing

Atka Other Pacific

M acker €l Flatfish Species Cod Rockfish
Company 1 0.01 0.07 0.16 114 0.16
Company 2 0 0.13 0.59 1.44 0.24
Company 3 10.23 12.34 5.18 7.02 5.22
Company 4 0 0.16 0.44 1.00 0.22
Company 5 211 0.02 0.86 0.13 0.11
Company 6 0.01 0.25 0.86 2.33 112
Company 7 0.56 2.02 1.68 2.03 2.06
Company 8 - 6.34 0.73 0.39 1.49
Company 9 0 0.09 0.12 0.13 0.05
Company 10 0.02 0.41 2.49 3.58 0.62
Company 11 0.01 0.22 1.01 3.14 0.48
Company 12 0 0.33 0.49 117 0.83
Company 13 0.02 1.85 1.52 2.61 0.75
Company 14 0.03 0.87 3.85 8.64 2.70
Company 15 0.03 4.12 2.92 3.72 1.50
Company 16 0 4.50 0.57 0.29 1.19
Total 13.04 33.73 23.48 38.75 18.75
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Table8.25 Option 8: Individual Company Limits Applied to AFA Facilities for Gulf of Alaska
Groundfish, 1996 and 1997

Per cent of Total Processing

Atka Flat Other Pacific

Company Number Mackerel  fish Species Cod Pollock Rockfish

Company 1 - 038 0.02 0.02 0.08 0.08
Company 2 - - - - - -
Company 3 026 4.19 0.39 2.34 0.75 0.35
Company 4 - 0 0 0 0.05 -
Company 5 - - - - - -
Company 6 0 o001 0.01 0.13 214 0
Company 7 003 0.14 0.49 0.33 0.61 6.45
Company 8 - - - - - -
Company 9 - 0 - 0 0.02 -
Company 10 017 0.04 0.54 0.37 2.98 0.05
Company 11 0.09 0.68 1.09 13.68 6.26 0.25
Company 12 - 0 - 0.02 0.05 -
Company 13 543 0.04 0.08 0.11 1.76 0.01
Company 14 017 113 1.50 18.04 30.73 0.88
Company 15 3.79 0.05 0.43 0.51 1.23 0.04
Company 16 - 0 - 0 0.06 -
Total 994 6.66 4.56 35.55 46.72 8.11

Table8.26 Option 8:

Individual Company Limits Applied to AFA Facilities for Crab, 1996 and 1997

Company Number

Per cent of Total Processing

Bairdi

Blue King

Brown
King

Opilio

Red King

Company 1
Company 2

Company 3
Company 4

Company 5

Company 6
Company 7
Company 8
Company 9
Company 10
Company 11
Company 12
Company 13
Company 14
Company 15
Company 16

6.75
18.45

9.13
13.09
13.67

6.75
143

3.12
2.80
252

28.20

16.16
1.04
9.68

6.55
5.34

3.22
1.68
291

Total

61.09

16.61

55.08

19.70

8.5.9

Option 9:

Individual Processing Limits Applied to All AFA Companies
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8.5.9 Individual Limits Applied to All Facilities within a Company

Individual processing limits would be imposed for each species upon each AFA company. The primary
criterion under which two or more processing facilities are considered to  be owned by a single company will
be whether the majority of ownership in each facility is held by the sameindividuals or companies, regardless
of whether eachindividual’ sor company’ srdativesharesareidentical. Oncethecompany’slimit for aspecies
is reached, no additional processing of the limited species by any facility owned by that company would be
allowed. Although the processing limits do not constitute an allocation, each AFA company could determine
how its own limit might be divided among its processing facilities.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded
in the individual company processing limits. The AFA prohibits those 20 vessds from processing any BSAI
crab, any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the Pacific
cod in Areas 610, 620, and 640. However, other facilities included within AFA companies, will be allowed
to processthat company’ s processing history of crab and GOA groundfish species. (The20 catcher processors
listed in 8208 of the AFA did not process any crab during the historical processing period.)

Tables8.27—-8.32 show estimates of individual processing limitsfor AFA company facilities for each species
group for the two time periods. Actual company identities have been hidden for reasons of confidentiality.

Table8.27 Option9: Individual Company Limits Applied to All Company Facilitiesfor Bering Sea Aleutian
Idlands Groundfish, 1995-1997

Company Number Per cent of Total Processing
Atka Other
M acker el Flatfish Species Pacific Cod Rockfish

Company 1 0.01 0.65 0.32 112 0.23
Company 2 - 6.08 0.82 0.39 117
Company 3 10.86 12.26 5.43 7.32 5.51
Company 4 0 0.30 2.23 240 0.23
Company 5 177 0.02 0.65 0.12 0.09
Company 6 0 0.25 0.69 2.24 1.15
Company 7 112 4.59 2.81 2.79 9.49
Company 8 0 0.12 0.66 114 0.20
Company 9 0 0.07 0.10 0.12 0.07
Company 10 0.02 0.50 2.66 3.82 0.85
Company 11 0.01 0.21 0.98 3.02 0.49
Company 12 0 0.56 0.35 0.88 0.57
Company 13 0.03 1.97 161 321 0.89
Company 14 0.06 0.82 3.38 9.52 2.77
Company 15 0.03 3.94 2.76 3.76 1.35
Company 16 0 4.48 0.64 0.32 0.94
Total 13.93 36.82 26.09 42.19 25.99
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Table8.28 Option 9: Individual Company Limits Applied to All Company Facilities for Gulf of Alaska

Groundfish, 1995-1997

Per cent of Total Processing

Atka Other  Pacific
Company Number Mackerel Flatfish Species Cod Pollock  Rockfish
Company 1 - 0.27 0.01 0.02 0.23 0.05
Company 2 - - - - - -
Company 3 0.19 541 0.67 1.70 0.70 2.98
Company 4 - 0 0 0.03 0.11 -
Company 5 - - - - - -
Company 6 0 0.02 0.01 0.20 1.70 0
Company 7 297 14.18 4.04 11.08 11.29 20.98
Company 8 - - - - - -
Company 9 - 0 - 0 0.02 -
Company 10 3.78 0.06 0.52 0.35 4.88 0.05
Company 11 0.96 0.68 137 1324 5.70 0.24
Company 12 - 0 - 0.01 0.08 -
Company 13 4.57 0.06 0.24 0.38 2.30 0.03
Company 14 1.40 112 127 1674 27.96 0.65
Company 15 2.98 0.06 0.33 0.56 3.26 0.04
Company 16 - 0 - 0 0.04 -
Total 16.86 21.87 848 4431 58.27 25.03

Table8.29 Option 9:

Individual Company Limits Applied to All Company Facilities for Crab, 1995-1997

Company Number

Per cent of Total Processing

Brown
Bairdi Blue King King Opilio Red King
Company 1 4.06 - - 6.33 1.38
Company 2 - 2.79 3.56 0.72 -
Company 3 - - - 0.07 -
Company 4 - - - - 1.23
Company 5 - - - - -
Company 6 - - - - -
Company 7 2.18 - - 2.30 0.39
Company 8 - - - - -
Company 9 - - - - -
Company 10 7.59 6.96 30.63 5.82 8.10
Company 11 14.06 21.21 - 14.38 16.09
Company 12 - - - - -
Company 13 6.03 4.92 16.75 3.36 7.50
Company 14 16.95 28.89 1.19 19.73 20.59
Company 15 14.27 9.27 7.80 8.96 14.09
Company 16 - - - - -
Total 65.15 74.05 59.93 61.67 69.37
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Table8.30 Option 9: Individual Company Limits Applied to All Company Facilities for Bering Sea

Aleutian Islands Groundfish, 1996 and 1997

Company Number

Per cent of Total Processing

Atka Other Pacific
M acker el Flatfish Species Cod Rockfish
Company 1 0.01 0.07 0.23 1.36 0.17
Company 2 0 0.14 0.59 152 0.24
Company 3 10.23 12.34 5.18 7.02 5.22
Company 4 0 0.27 2.13 2.59 0.25
Company 5 2.11 0.02 0.86 0.13 0.11
Company 6 0.01 0.25 0.86 2.33 1.12
Company 7 0.70 3.85 2.76 2.63 7.79
Company 8 - 6.34 0.73 0.39 1.49
Company 9 0 0.09 0.12 0.13 0.05
Company 10 0.02 0.41 2.49 3.58 0.62
Company 11 0.01 0.22 1.02 321 0.48
Company 12 0 0.33 0.49 117 0.83
Company 13 0.02 1.85 152 2.61 0.75
Company 14 0.03 0.99 4.07 10.83 2.90
Company 15 0.03 412 2.94 3.72 1.50
Company 16 0 4.50 0.57 0.29 1.19
Total 13.17 35.79 26.56 43.50 24.72

Table8.31 Option 9: Individual Company Limits Applied to All Company Facilities for Gulf of
Alaska Groundfish, 1996 and 1997

Company Number

Per cent of Total Processing

Atka Flat Other Pacific Rock
M acker €l fish Species Cod Pollock fish
Company 1 - 0.38 0.02 0.02 0.08 0.08
Company 2 - - - - - -
Company 3 0.26 4.19 0.39 2.34 0.75 0.35
Company 4 - 0 0.01 0.05 0.05 -
Company 5 - - - - - -
Company 6 0 0.01 0.01 0.13 214 0
Company 7 016 1447 4.69 11.62 9.92 23.60
Company 8 - - - - - -
Company 9 - 0 - 0 0.02 -
Company 10 0.17 0.04 0.54 0.37 2.98 0.05
Company 11 0.09 0.68 1.15 14.28 6.26 0.26
Company 12 - 0 - 0.02 0.05 -
Company 13 543 0.04 0.08 0.11 1.76 0.01
Company 14 0.17 1.13 1.50 18.67 30.73 0.88
Company 15 3.79 0.05 0.43 0.51 1.23 0.05
Company 16 - 0 - 0 0.06 -
Total 10.07  21.00 8.82 48.11 56.04 25.27
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Table8.32 Option 9:

Individual Company Limits Applied to All Company Facilities for Crab, 1996 and

1997
Company Number Per cent of Total Processing
Brown

Bairdi BlueKing King Opilio Red King
Company 1 - - - - -
Company 2 - - - - -
Company 3 - - - 0.53 -
Company 4 9.13 312 16.16 3.22 7.58
Company 5 - - - - -
Company 6 - - - - -
Company 7 - - - - -
Company 8 - - - - 0.77
Company 9 18.45 22.74 - 14.94 16.54
Company 10 - - - - -
Company 11 - - - - -
Company 12 13.09 29.53 1.65 19.13 20.48
Company 13 - - - 219 0.42
Company 14 13.67 12.37 9.78 9.30 14.55
Company 15 6.75 6.75 28.20 6.55 8.21
Company 16 - - - 6.77 1.48
Total 61.09 74.52 55.79 62.64 70.04
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8.5.10 Option 10: Individual Processing Limits Applied to All AFA Entities

Individual processing limitsare applied to each AFA entity for each species, asdefined by the 10% Ownership
Rule. Oncethe entity’ s limit for a speciesis reached, no additional processing of the limited species by any
facility within the entity would beallowed. Although the processing limits do not constitute an allocation, each
AFA entity could determine how its own limit might be divided among its processing facilities.

The GOA groundfish processing histories of the 20 catcher processors listed in 8208 of the AFA areincluded
in theindividual entity processing limits. The AFA prohibitsthose 20 vessdsfrom processing any BSAI crab,
any pollock inthe GOA, any groundfishin Area 630 of the GOA, and morethan 10 percent of the Pacific cod
in Areas 610, 620, and 640. However, other facilitiesincluded within AFA entitieswill be allowed to process
the share crab and GOA groundfish species generated by the entity's catcher processors. (The 20 catcher
processors listed in 8208 of the AFA did not process any crab during the historical processing period.)

Tables 8.33-8.38 show estimates of individual processing limits for AFA entities for each species group for
the two periods. The entities are based on the organizational analysis from Section 8.2, and therefore the
estimates should be viewed as analytical estimates rather than final limits. The tables provide ranges of
estimated limitsfor each speciesgroup. Thelower valuesarederived fromfacilitiesthat theanalystswereable
to document as part of an AFA entity and are shown in the rows labded "documented”. Higher estimates of
thelimitsareshowninrowslabded "possible” Thehigher estimateswerederived by adding to the documented
totals, the processing volumes of other facilities that may be considered part of an AFA entity oncefinal rules
are determined and additional information and verification have been gathered.
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Table 8.33 Option 10: Individual Limits Applied to All Facilities Within AFA Entities for Bering Sea
Aleutian Island Groundfish, 1995-1997

Entity Per cent of Total Processing
Atka Other
AFA Links Mackerel Flatfish Species Pacific Cod Rockfish
Entity 1 documented 0 0.12 0.66 1.19 0.20
possible 0 0.12 0.66 1.19 0.20
Entity 2 documented 0.06 3.09 4.99 7.41 2.84
possible 0.06 3.09 4,99 7.41 2.84
Entity 3 documented 0.01 0.65 0.32 112 0.23
possible 0.01 0.65 0.32 112 0.23
Entity 4 documented 10.86 13.32 6.37 8.64 6.15
possible 11.93 28.87 14.31 11.57 21.96
Entity 5 documented 0 0.30 2.23 2.40 0.23
possible 0 0.30 2.23 2.40 0.23
Entity 6 documented 177 0.02 0.65 0.12 0.09
possible 177 0.02 0.65 0.12 0.09
Entity 7 documented 0.03 3.94 2.78 3.84 1.36
possible 0.04 3.99 3.56 5.08 1.40
Entity 8 documented 0.01 0.21 0.98 3.02 0.49
possible 0.01 0.21 0.98 3.02 0.49
Entity 9 documented 0 451 132 0.79 0.94
possible 0 4.69 3.33 3.35 0.95
Entity 10 documented 0 0.25 0.69 2.24 1.15
possible 0 0.25 0.69 2.24 1.15
Entity 11 documented 112 4.59 281 2.79 9.49
possible 112 4.59 2.81 2.79 9.49
Entity 12 documented 0.06 0.82 3.38 9.52 2.77
possible 0.06 0.82 3.38 9.52 2.77
Entity 13 documented - 6.08 0.82 0.39 117
possible - 6.08 0.82 0.39 117
Entity 14 documented 0 0.56 0.35 0.88 0.57
possible 0 0.56 0.35 0.88 0.57
Total Documented 13.94 38.48 28.34 44.36 27.68
Total Possible 15.01 54.26 39.07 51.09 43.53
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.

S\maria\AFA\afaeal.wpd 224 January 2000



Table8.34 Option 10: Individual Limits Applied to All Facilities Within AFA Entities for Gulf of Alaska
Groundfish, 1995-1997

Entity Number Per cent of Total Processing
Atka Other  Pacific
AFA Links Mackerel Flatfish Species Cod Pollock Rockfish
Entity 1 documented - - - - - -
possible - - - - - -
Entity 2 documented 8.70 6.98 9.66 6.98 1586 4.44
possible 8.70 6.98 9.66 6.98 1586 4.44
Entity 3 documented - 0.27 0.01 0.02 0.23 0.05
possible - 0.27 0.01 0.02 0.23 0.05
Entity 4 documented 0.19 541 0.67 1.70 0.70 2.98
possible 2.46 8.98 2.08 2.39 0.87 10.62
Entity 5 documented - 0.00 0.00 0.03 0.11 -
possible - 0.00 0.00 0.03 0.11 -
Entity 6 documented - - - - - -
possible - - - - - -
Entity 7 documented 2.98 0.06 0.33 0.56 3.26 0.04
possible 2.98 0.10 1.09 0.57 3.26 0.15
Entity 8 documented 0.96 0.68 137 1324 5.70 0.24
possible 0.96 0.68 137 1324 5.70 0.24
Entity 9 documented - 0.00 0.02 0.00 0.04 0.00
possible - 0.03 1.38 0.00 0.04 0.07
Entity 10 documented 0.00 0.02 0.01 0.20 1.70 0.00
possible 0.00 0.02 0.01 0.20 1.70 0.00
Entity 11 documented 297 14.18 404 1108 11.29 20.98
possible 297 1418 404 1108 11.29 20.98
Entity 12 documented 1.40 112 127 1674 27.96 0.65
possible 1.40 112 127 1674 27.96 0.65
Entity 13 documented - - - - - -
possible - - - - - -
Entity 14 documented - 0.00 - 0.01 0.08 -
possible - 0.00 - 0.01 0.08 -
Total Documented 1721 2872 1740 50.56  66.93 29.39
Total Possible 1948 3237 2093 51.27 67.10 37.20
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages aswell as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.
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Table8.35 Option 10: Individual Limits Applied to All Facilities Within AFA Entities for Crab, 1995-

1997
Entity Per cent of Total Processing
Brown
AFA Links Bairdi BlueKing King Opilio  Red King
Entity 1 documented - 2.79 3.56 0.72 -
possible - 2.79 3.56 0.72 -
Entity 2 documented 13.85 11.88 47.38 9.18 15.60
possible 13.85 11.88 47.38 9.18 15.60
Entity 3 documented 4.06 - - 6.33 1.38
possible 4.06 - - 6.33 1.38
Entity 4 documented - - - 0.07 -
possible - - - 0.07 -
Entity 5 documented - - - - 1.23
possible ; ; ; ; 1.23
Entity 6 documented - - - - -
possible - - - - -
Entity 7 documented 14.27 9.27 7.80 8.96 14.09
possible 15.79 9.79 7.80 10.60 14.91
Entity 8 documented 14.06 21.21 - 14.38 16.09
possible 14.06 21.21 - 14.38 16.09
Entity 9 documented - - - - -
possible - - - - -
Entity 10 documented - - - - -
possible - - - - -
Entity 11 documented 2.18 - - 2.30 0.39
possible 218 - - 2.30 0.39
Entity 12 documented 16.95 28.89 1.19 19.73 20.59
possible 16.95 28.89 1.19 19.73 20.59
Entity 13 documented - - - - -
possible - - - - -
Entity 14 documented - - - - -
possible - - - - -
Total Documented 65.38 74.05 59.93 61.67 69.37
Total Possible 66.90 74.56 59.93 63.31 70.20
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent

levd.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation
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Table 8.36 Option 10: Individual Limits Applied to All Facilities Within AFA Entities for Bering Sea
Aleutian Idand Groundfish, 1996 and 1997

Entity Per cent of Total Processing
Atka Other
AFA Links Mackerel Flatfish Species Pacific Cod Rockfish
Entity 1 documented 0 0.14 0.59 152 0.24
possible 0 0.14 0.59 152 0.24
Entity 2 documented 0.04 2.46 4.58 6.42 1.58
possible 0.04 2.46 4.58 6.42 1.58
Entity 3 documented 0.01 0.07 0.23 1.36 0.17
possible 0.01 0.07 0.23 1.36 0.17
Entity 4 documented 10.23 12.38 5.85 7.15 5.30
possible 10.97 28.73 14.50 10.03 21.42
Entity 5 documented 0 0.27 2.13 2.59 0.25
possible 0 0.27 2.13 2.59 0.25
Entity 6 documented 211 0.02 0.86 0.13 0.11
possible 211 0.02 0.86 0.13 0.11
Entity 7 documented 0.03 4.13 2.97 3.84 152
possible 0.04 4.17 3.87 5.21 1.56
Entity 8 documented 0.01 0.22 1.02 3.21 0.48
possible 0.01 0.22 1.02 3.21 0.48
Entity 9 documented 0 4.50 0.59 0.34 1.19
possible 0 4.67 2.54 2.80 1.20
Entity 10 documented 0.01 0.25 0.86 2.33 112
possible 0.01 0.25 0.86 2.33 112
Entity 11 documented 0.70 3.85 2.76 2.63 7.79
possible 0.70 3.85 2.76 2.63 7.79
Entity 12 documented 0.03 0.99 4.07 10.83 2.90
possible 0.03 0.99 4.07 10.83 2.90
Entity 13 documented - 6.34 0.73 0.39 1.49
possible - 6.34 0.73 0.39 1.49
Entity 14 documented 0 0.33 0.49 117 0.83
possible 0 0.33 0.49 1.17 0.83
Total Documented 13.18 35.95 27.73 43.91 24.97
Total Possible 13.92 52.51 39.24 50.61 41.15
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation
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Table8.37 Option 10: Individual Limits Applied to All Facilities Within AFA Entities for Gulf of Alaska
Groundfish, 1996 and 1997

Entity Per cent of Total Processing
Atka Other  Pacific
AFA Links Mackerel Flatfish Species Cod Pollock Rockfish
Entity 1 documented - - - - - -
possible - - - - - -
Entity 2 documented 5.66 843  10.99 6.86 14.17 5.96
possible 5.66 843  10.99 6.86 14.17 5.96
Entity 3 documented - 0.38 0.02 0.02 0.08 0.08
possible - 0.38 0.02 0.02 0.08 0.08
Entity 4 documented 0.26 4.19 0.39 2.34 0.75 0.35
possible 1.49 7.02 155 257 0.89 8.42
Entity 5 documented - 0 0.01 0.05 0.05 -
possible - 0 0.01 0.05 0.05 -
Entity 6 documented - - - - - -
possible - - - - - -
Entity 7 documented 3.79 0.05 0.43 051 123 0.05
possible 3.79 0.06 0.98 051 123 0.12
Entity 8 documented 0.09 0.68 115 14.28 6.26 0.26
possible 0.09 0.68 115 14.28 6.26 0.26
Entity 9 documented - 0 - 0 0.06 -
possible - 0.04 2.00 0 0.06 0.10
Entity 10 documented 0 0.01 0.01 0.13 214 0
possible 0 0.01 0.01 0.13 214 0
Entity 11 documented 0.16 14.47 4.69 11.62 9.92 23.60
possible 0.16 14.47 4.69 11.62 9.92 23.60
Entity 12 documented 0.17 113 150 1867 30.73 0.88
possible 0.17 113 150 1867 30.73 0.88
Entity 13 documented - - - - - -
possible - - - - - -
Entity 14 documented - 0 - 0.02 0.05 -
possible - 0 - 0.02 0.05 -
Total Documented 1013 2935 1919 5449 6544 31.17
Total Possible 1136 3223 2290 5472 6557 39.41
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent
level.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.
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Table8.38 Option 10: Individual Limits Applied to All Facilities Within AFA Entities for Crab, 1996 and

1997
Entity Per cent of Total Processing
Brown
AFA Links Bairdi BlueKing King Opilio  Red King
Entity 1 documented - - - 0.53 -
possible - - - 0.53 -
Entity 2 documented 16.62 9.87 44.36 9.77 15.80
possible 16.62 9.87 44.36 9.77 15.80
Entity 3 documented - - - 6.77 1.48
possible - - - 6.77 1.48
Entity 4 documented - - - - -
possible - - - - -
Entity 5 documented - - - - 0.77
possible - - - - 0.77
Entity 6 documented - - - - -
possible - - - - -
Entity 7 documented 13.67 12.37 9.78 9.30 14.55
possible 14.23 12.76 9.78 11.07 15.44
Entity 8 documented 18.45 22.74 - 14.94 16.54
possible 18.45 22.74 - 14.94 16.54
Entity 9 documented - - - - -
possible - - - - -
Entity 10 documented - - - - -
possible - - - - -
Entity 11 documented - - - 2.19 0.42
possi ble - - - 2.19 0.42
Entity 12 documented 13.09 29.53 1.65 19.13 20.48
possible 13.09 29.53 1.65 19.13 20.48
Entity 13 documented - - - - -
possible - - - - -
Entity 14 documented - - - - -
possible - - - - -
Total Documented 61.83 74.52 55.79 62.64 70.04
Total Possible 62.40 74.90 55.79 64.41 70.92
Notes:

1/ Total documented percentages include facilities for which the analysis has documented linkages at the 10 percent

levd.

2/ Total possible percentages include all documented linkages as well as facilities that may be linked, depending on
the application of the 10 percent rule or further investigation.
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8.6 Summary and Conclusions

The subsections that follow summarize the findings of the analysis and offer conclusions regarding the
imposition of processing limits on AFA processors. The overall conclusions about effectiveness of the 10
options in meeting the objectives are shown in Table 8.39 (thesameas Table 8.5 introduced in Section 8.5.1).
First, effectiveness of the levels at which the processing limits are imposed (overall limits, sector limits, or
individual limits) is considered, followed by a comparison of effectiveness brought about by defining AFA
processors at the facility, company, or entity level. Then some observations are presented regarding the
interpretation of the 10% Ownership Rule. The final subsection provides a more generalized summary and
conclusion from the analysis of processing limits.
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Table8.39 Summary of the Qualitative Analysis of Processing Limits

Overall Limits

Sector Limits

Individual Limits

Option Option Option | Option Option Option | Option Option Option  Option
1 2 3 4 5 6 7 8 9 10
Facility Company Entity Facility @ Company Entity | Facility @ Company AFA/Co. Entity
Objectives from the Perspective of Proponents Of ProcessiNg LimitS oo
1. How does the option ratein terms of limiting Poor Fair Good Poor Fair Good Poor Fair Poor Good
AFA processing of species other than BSAI
pollock to the levels achieved prior to the
2. How does the option rate in terms of including Poor Fair Good Poor Fair Good Poor Fair Poor Good
3. How does the option rate in terms of preventing Poor Fair Good Poor Fair Good Poor Fair Poor Good
AFA companies from evading the limits
through subsidiaries or holding companies?
O BtV S T O D PO OOty Of A A T O0OSo0r S o oo oo
4. How does the option rate in terms of allowing Good Good Good Good Good Good Poor Good Good Good
AFA processors to maximize their ability to
realize profits in the pollock processing
T L O O WO
5. How does the option ratein terms of allowing Fair Fair Poor Fair Poor Poor Fair Fair Good Fair

AFA processors to be able to utilize non-

COl

How does the option rate in terms of its effect
on the market value of AFA facilities?

Objectives from the Per spective of Non-pollock ProcessorsLinked to AFA Processors

7. How does the option ratein terms of restricting Good Good Poor Good Good Poor Good Good Good Poor
non-pollock processors that will not benefit
directly from the AFA?
O Ot S IO N PO OOt e Of NV S e oo oo
8. How does the option ratein terms of the Good Fair Poor Good Fair Poor Good Fair Good Poor
B o e e T T HOPO O WO
9. How does the option rate in terms of the NMFS Good Fair Poor Good Fair Poor Good Fair Good Poor
e DUty tO dEtErmINe aNA SELINEIIMIIS? | L eeesees e pesssesssess s ssss s e e
10. How does the option ratein terms of the NMFS Good Fair Fair Good Poor Poor Fair Fair Fair Fair

ability to manage the limits in-season?

Notes:

1/ The objectives are given a presumed rating relative to the other options from the perspective of the interest group shown. A fair rating implies that there are worse options

and better options.

2/ The column headed “ AFA/Co.” isfor the option that imposes individual processing limits on the AFA facilities in a company, but does not limit non-AFA facilities in the

company.

S\maria\AFA\afaeal.wpd

231

January 2000




8.6.1 Effectiveness of Limits: A Comparison of Overall, Sector, and Individual Limits

Processor caps wereincluded in the AFA to hdp protect the market share of the non-AFA processors. While
the AFA was being drafted, non-AFA processors expressaed concernsthat processors with the exclusiverights
to process pollock could usepraofitsfromthat fishery toincreasether market sharein other fisheries. Thenon-
AFA processors would then be disadvantaged because they would be operating in amarket that had a oneway
gate. AFA processors could increase their market share of crab, for example, but the non-AFA processors
could not process any pollock from the directed fishery.

From the perspective of non-AFA processors, theredo not appear to besignificant differencesif theprocessing
limits are implemented as overall limits, sector limits, or individual limits. However, the leve at which the
limits are applied will make a significant differenceto AFA processors and to NMFS.

If overall or sector-levd limits are imposed, AFA processors will continue to compete against other AFA
processors to attract fishermen to deliver crab and groundfish other than BSAI pollock. AFA processorswill
compete against other AFA processorsto get their shareof inputs (raw fish) beforethe AFA limit isreached,
and will also need to compete against al non-AFA processors, who will not be restricted in any way except
that they are precluded from processing pollock. Individual processing limits may reduce price competition
among AFA processors.  Although individual limits will not constitute an allocation and individual AFA
processorswill facecontinued competitionfromnon-AFA processors, AFA processorswill not need to compete
with other AFA processors. Non-AFA processors would still be allowed to erode the AFA processor's share
of these fisheries. So from a harvestors perspective, for the most part thereis still a competitive market for
ther fish, even if the caps are st at the plant level. The harvestors may expericence difficulties making
ddiveries towards the end of the year if several of the AFA processors reach ther individual cap and can no
longer accept ddliveriesfrom catcher vessds. Thiswill reduce marketing oportunutiesfor catcher vessels and
may lead to lower prices, all other things being equal.

In general, individual processing limitswill allow AFA processors moreflexibility than with overall or sector-
level limits to allocate their processing capacities and other  resources, and allow them to realize more of the
potential benefits of the AFA, within ther historical processing shares. It should be noted however, that
individual processing limits implemented at the AFA facility level could be less than optimal for AFA
companies that have multiple AFA processing facilities. In such cases, AFA companies may not be ableto
achieve the same levd of processing efficiency that might be possibleif individual limits are imposed at the
company leve.

Annual implementation and in-season enforcement of overall processing limits appear to be less burdensome
to NMFS than sector-leve or individual-leve limits. With overall or sector level processing limits, it islikdy
that NMFS will haveto enforce at least two types of closuresin order to enforce the processing limits and to
till allow the processing of limited species as bycatch. The two types of closure would be:

1 A directed processing closure when the AFA processing total reaches a pre-determined percentage of
the processing limits. A closure of directed processing will allow AFA processors to retain and
process limited species when they are ddlivered as bycatch.

2. A closureto all processing when the full processing limit is reached.

If processing limits are imposed at the sector level, NMFS may have the additional burden of determining
which processing facilities belong to which sector. This additional burden will occur if sector-leve limitsare
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imposed on AFA companies or on AFA entities. If sector-leve limits are imposed only on AFA-digible
facilities, then the sector definitions are predetermined.

If processing limits areimposed on individual processors, NMFS may be ableto shift some of the monitoring
burden onto the processorsthemselves. 1nsuch cases NMFS could report weekly cumulative processing totals
totheprocessors, but the processors themsdveswould havethe responsibility of determining whenthey should
cease processing for directed fisheries. Under this scenario it may be possible to make enforcement a post-
season process involving fines and sanctions for those processors that exceed ther limits.

In conclusion, it appearsthat if processing limits areimposed, rativeto other options, individual processing
limits offer as much protection to non-AFA processors and may not be any more costly to implement and
enforce. Individual processing limitsmay also allow AFA processorsto realizemoreof thebenefitsof theAFA
(by reducing market share competition amoung AFA processors). However, they would still be competeing
in themarket placewith non-AFA processorsto attact catcher vessdsto ddiver their non-pollock fish to them.
Thiswould help ensure they would continue paying the market price in most cases. Yet, as AFA processors
reach their caps they will no longer be allowed to purchase fish. This will reduce the number of processors
available to purchase fish from catcher vessds. If enough processors leave the market in an ares, it could
reduce the ex-vessd price paid to vessd owners, or increasethe cost of deivering fish by forcing them to seek
markets further from the fishing grounds.
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8.6.2 Effectiveness of Limits; Comparisons of AFA Entities, AFA Companies, and AFA Facilities

Processing limits applied to AFA facilities will be restrictive, but less restrictive than limits applied to
companies or entities. If processing limits are applied to facilities, either as a group or individually, AFA

participating cooperatives would not be able to increase their shares of processing of crab and groundfish
species under thejurisdiction of theNPFMC. AFA facilitieswould, however, beabletoincreasether rdative
processing shares of species managed solely by the State of Alaska, such as salmon, herring, and other
shdlfish. Additionally, limiting the processing of AFA facilities would not constrain the ability of the owners

of thefacilities to use AFA profits to increase their non-pollock processing shares at other facilities in which

the AFA owners may have an interest.

Processing limits applied to AFA companies rather than to AFA facilitieswill be more effectivein limiting the

ability of owners of AFA facilities to increase their shares of non-pollock processing. The effectiveness of
processing limits on AFA companies depends largely on the ability to define AFA companies. The analysis
defines AFA companies on a conceptual basis that combines all of the processing facilities that have roughly
the same ownership structure. Under this definition, non-AFA facilities owned by AFA companies or by
subsidiaries of AFA companiesareincluded inthe processing limits. Thusif an AFA owner wishestoincrease
its shares of crab or groundfish other than BSAI pallock, it would have to do so as a minority partner. The
processing limits would not place a constraint on AFA companies wishing to increase their processing shares
of halibut or of species managed soldy by the State of Alaska, such as salmon, herring, and other shellfish.

Processing limits applied to AFA entities as defined by the 10% Ownership Rule would appear to be more
effective than limitsimposed on AFA companies. Withthe 10% Ownership Ruleit will bemuch moredifficult
for AFA ownersto useprofitsresulting fromthe AFA toinvest in greater processing capacity. If AFA owners
wish to make new capital investments in non-pollock processing, they could make investments in salmon and
herring fisheries or make investments at levels less than 10 percent of the capital value of the processorsin
which they areinvesting. Inaddition, because of thelimits AFA processorswould bring, existing owners may
not wel come new investment associated with AFA profits.

Imposing processing limits on AFA entities will have some unintended and perhaps draconian consequences.
Processing limits imposed on AFA entities will create significantly more paperwork for NMFS and the
processing industry than the other options. Thisadditional burdenwill betime-consuming and expensive, and
may beviewed by many asasignificant intrusion of government into private affairs of industry. Additionally,
if limits areimposed on AFA entities, AFA ownerswill be prevented frominvestmentsin crab and groundfish
processing capacity, and may chooseinstead to invest in additional processing capacity in species that are not
limited, such as salmon, herring and halibut. Additional competition for the same processors that are calling
for the limits could result.

Imposing processing limits on entities will also create other unintended consequences by limiting the activities

of processors that may not be able to experience any of the benefits of the AFA. These consequences are
perhaps most easily understood by using ownership interests of the Bristol Bay Economic Devel opment
Corporation as an example. Aswas shown Figure 8.14 in Section 8.2.5, BBEDC has a 20 percent ownership
interest inthe Arctic Fjord, an AFA catcher processor. BBEDC also has a 50 percent interest inthe Bristol
Leader, afactory longliner. Partners of Alaskan Leader Fisheries, which owns 2 other non-AFA processing
facilities, own the remaining 50 percent of the Bristol Leader. Under the 10% Ownership Ruleit islikely that
the Bristol Leader and the two processing facilities owned by Alaskan Leader Fisherieswould beincluded as
part of an AFA entity and therefore be constrained by the processing limits. Furthermore, there do not appear
to be any other linkages between the Arctic Fjord and the Bristol Leader or Alaskan Leader Fisheries.
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The lack of adirect connection between the majority owners of the Arctic Fjord and the managing partners of
the Bristol Monarch and Alaskan Leader Fisheries makes it unlikdy that the Bristol Leader and Alaskan
Leader Fisheries will realize higher processing shares  of crab and groundfish in the North Pacific as a result
of the AFA. Therefore, it could be argued that the Bristol Leader and Alaskan Leader Fisheries should not
be included in the processing limits. On the other hand, it is certainly feasible that BBEDC could invest its
pollock profits into additional processing capacity of the Bristol Leader, into the other processing facilities
owned by Alaskan Leader Fisheries, or into any other processing facility. These new investments could result
in higher processing shares of crab and groundfish other than pollock for the  Bristol Monarch, Alaskan L eader
Fisheries, or other BBEDC interests.

Thus it appearsthat although whilethe use of the 10% Ownership Rulein the application of processing limits
will provideadditional protection to processorsthat haveno linksor minor linksto AFA owners, it may restrict
and potentially harm other processors that are unlikely to actually benefit fromthe AFA. Inaddition, limits
on AFA entities could lead to increased investments in salmon and herring processing. Finally, the paperwork
and enforcement if limits are applied to AFA entities will be more burdensome and expensive for both NMFS
and theindustry. Therefore, it is uncertain whether the additional protection gained by applying processing
limits to AFA entities outweighs the negative impacts.

Given the possibility of ambiguous results if processing limits are applied to AFA entities, the Council may
wish instead to approve alessrestrictive option in order to fulfill its mandateto protect processors not digible
to participate in the directed pollock fishery in the BSAI, or examine other options for defining AFA entities.

8.6.3 Alternative Interpretations of the 10% Ownership Rule

This subsection reexamines the literal interpretation of the 10% Ownership Rule as used in the analysis of
processing limits and suggests alternative ways in which the 10% Ownership Rule could be applied if the
Council chooses.

Although the 10% Ownership Rule was developed from language contained in the AFA, the Council has
determined that Congress has given it the authority to adapt the languagein the AFA to address its mandates.

Therefore, the Council hastheauthority to interpret or adapt the 10% Ownership Rule as necessary to achieve
the objectives for which the processing limits were proposed.

To date the 10% Ownership Rule has been interpreted in it simplest and most literal form, which considers
processorsto belinked if thereisat least a 10 percent ownership connection, regardless of how that connection
isdeveloped. Figure 8.19 illustrates the literal interpretation of the 10% Ownership Rule.  Inthefigure, Joe
owns 50 percent of Processor A and 20 percent of Processor B, so Processor A and B arelinked through Joe's
20 percent ownership in Processor B. Similarly, Processor B and Processor C arelinked through Harry, with
his 80 percent interest in Processor B and 10 percent interest in Processor C. Because A islinked to B and B
islinked to C, all three processors are defined as a single entity.
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Figure 8.19 Literal Interpretation of the 10% Ownership Rule

Companies A, B, and C area single entity.

Processor A Processor B Processor C
AFA Non-AFA Non-AFA
20% 10%
Ownas. ———>» Owngs: owners:
Joe 50% Harry 80% John 90%
Bill 50% Jo 20% Harry 10%

Another way to interpret the 10% Ownership Rule would use a multiplicative measure of ownership. Inthis
case the shares of the common owners are multiplied together. Figure 8.20 shows how the situation from
Figure 8.19 would be interpreted under a multiplicative interpretation. Jo€' s ownership sharein Processor A
is multiplied by Joe' s sharein Processor B. If theresult is greater than 10 percent, then the Processor A is
linked to Processor B. This interpretation measures the percentage of AFA interest in affiliated processors.
In this case it can be said that Processor A has a 10 percent ownership interest in Processor B. The link
between Processor B and Processor C has different implications. Even though Harry owns 10 percent of
Processor C, the Processor B as a whole owns only 8 percent of Processor C. In this interpretation of the
10% Ownership Rule, Processor B isnot linked to Processor C. An additional advantage of the multiplicative

interpretation of the 10% Ownership Ruleisthat it provides a means by which to measurelinkagesthat involve
partnerships or more than one person.

Figure 8.20 Multiplicative Interpretation of the 10% Ownership Rule
Companies A and B are a single entity.

The multiplicative link between B and C is less than 10 percent.

Processor A Processor B Processor C
50% 80%
AFA © 0% Non-AFA © 10% Non-AFA
owners —1% 30 owners —=3% 3 Ownes:
Joe 50% Harry 80% John 90%
Bill 50% Joe 20% Harry 10%
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Itisalso possibleto interpret the 10% Ownership Rule as implying that thedirect AFA interest in a processor
must exceed 10 percent in order for 2 processorsto be considered linked. 1n other words, thelink must involve
an owner of an AFA facility. Under thisinterpretation, Processors A and B would belinked in either theliteral
interpretation or the multiplicative interpretation of the 10% Ownership Rule, but Processor C would not be
linked to the entity because Processor C has no direct AFA ownership.

Regardless of theinterpretation of the 10% Ownership Rule, therestill may be unintended consequences of its
application. Analyzing and documenting theseimpacts is not possible, however, an example of these impacts
is provided. Assume that the relationship between Harry and Joe began in 1990 when Processor B was
constructed, and that Joe and Bill purchased Processor A in 1995. After Joe became involved with Bill in
Processor A, herdinquished all management of Processor B to Harry. If processing limits are applied using
the 10% Ownership Rule, Processor B will belimited, even though Harry, the managing partner and majority
owner, has no interactions with Joe, except when he signs the check to Joefor 20 percent of the annual profit.

That is not to say that Processor B cannot benefit from AFA through Joe.  If, for example, Joe invests some
of his additional profits in Processor B to add a new crab line, then Processor B will be able to expand
its percentage of crab processing as aresult of Joe's participation in pollock cooperatives. However, absent
any additional investment, any increases in processing shares that Processor B may be ableto achieve cannot
be directly linked to AFA.

Based on the discussion in this section it may be possible to craft an alternative meansto  restrict processors
associated with the AFA facilities from increasing their shares of crab and groundfish species as a result of
profits associated with AFA, without placing overly restrictive limits on processors that are only indirectly
linked to the AFA. Although Chapter 8 does not specifically address any other definitions of the
10% Ownership Rule, there may be sufficient information in theanalysis of the organization of the processing
industry in Section 8.2 to allow the Council to develop a preferred alternative based on one of these aternative
interpretations.

8.7 Overall Conclusions

The AFA instructs the Council to examine alternatives that would protect processors that will not be ableto
participate in pollock cooperatives from adverse effects resulting from the AFA. This chapter has examined
the concept of imposing limits on the amounts of crab and groundfish other than pollock that AFA processors
can process, as a means of protecting non-AFA processors.

Application of economic theory leadsto the conclusion that pollock processors may be ableto generate higher-
than-expected profits from pollock processing because of the AFA. AFA processors may choose to reinvest
those higher than expected returnsinto the processing of other speciesif it appearsthat returnsfrom additional
investment in processing of crab, groundfish, and other species will provide better returns than investments
outside of fish processing. Because many other opportunities for investment exist, the stock market, for
example, itisnot certainthat pollock processorswill invest additional amountsinto the processing of crab and
other groundfish. If the processors do chooseto invest in additional processing capacity, thenit islikely they
will be ableto increase their share of the processing of other species.

It does not appear that any of the options that have been analyzed will fully address the concerns of the non-

AFA processors without placing potentially harsh restrictions on processors that do not appear to be ableto
benefit directly fromthe AFA, and without imposing burdensome paperwork and enforcement costson NMFS
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and ontheindustry asawhole. Thisconclusion applieswhether the processing limits are overall limits, sector
limits or individual limits.

If the Council choosesto fulfill its mandate to protect non-AFA processors by imposing processing limits on

crab and groundfish other than pollock, it appears that establishing limits on individual AFA companies will
provide ardatively high levd of protection with relatively few negative impacts.
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9.0 ALTERNATIVES FOR THE IMPLEMENTATION AND MONITORING OF INSHORE
COOPERATIVES

Under the AFA, the management of inshore and offshore cooperatives would differ significantly. Thefishery
cooperative formed by C/Ps and associated catcher vessds operate under a single offshore pollock TAC that
may be apportioned among participants in the cooperative without intervention by NMFS. Under the AFA,
any cooperative formed by listed motherships and associated catcher vessdls could be formed and operate
similarly. Because pollock TAC allocations remain at the sector level and are not sub-allocated to specific
processors, management of the co-ops need differ littlefromtraditional open access management of thepollock
fishery.

However, management of theinshore co-ops authorized by the AFA pose a significantly more complex task
because, unlike the offshore and mothership sectors, inshore co-ops may form around each AFA-digible
shoreside processor for a possibletotal of eight individual inshore co-ops, each with their own allocation of
pollock TAC. The allocation of pollock to each co-op would be dependent on the aggregate pollock catch
history of the catcher vessds delivering to a shoreside processor under a fishery cooperative agreement. A
general summary of theissuesassociated with theadequacy of catch history data, database deve opment, vessd
permitting, and scheduling considerations is provided below.

9.1 Sources and Adequacy of Historic Data on Groundfish and PSC Catch by Vessd

ADF& Gfishticket data provideinformation, by vesse and species, of thefish landed by catcher vessds, and
are available in dectronic form. These data can be considered morerdiable for fish with commercial value,
and lessreliablefor speciesddivered but not purchased. They arenot reliablefor PSC catch or for groundfish
discarded at sea.

Groundfish catcher-vessd logbooks, required for all catcher vessds over 60 ft LOA, document skippers
reports of groundfishand PSC at-seadiscards. They do not document retained speciesweights. Catcher vessdl
logbook data are not in eectronic form. Logbooks are archived with NMFS Enforcement.

Processor Weekly Production Reports provide no information on catcher vessd deliveries. They report
aggregate landing amounts for a week.

Observer data, for observed catcher vessds, provide haul by haul weight estimates and species compaosition
sampling for some hauls or sets and areavailablein dectronic form. In somefisheries, wherethe observer has
no opportunity to sample on ahaul by haul basis, the species composition is determined for the ddivery asa
whole and pro-rated back out to the individual hauls. PSC management has never been done at the leved of
individual catcher vessds— rather datafrom CV observers are pooled and applied to groundfish catch by the
shoreside sector as awhole.

In summary, a complete, reliable source of groundfish and PSC catch for catcher vessds suitable for
determining quotaallocationsbasad on actual harvested amounts doesnot exist. Basing groundfish allocations
on landed catch would lead to the fish tickets as the most rdliable source, at least for commercially valuable
species. PSCisproblematic. Additional assumptions and analysis of existing observer data arelikely needed
to determineif using individual CV observer data would yield acceptable results. Accommodation for 30%
covered vessdls would have to bemade. For example, one aption could be to prorate PSC history to catcher
vessd's based on the amount of groundfish landed.
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Inshore Cooperative Database Requirements. NMFS believes that a verified database of 1995-97 catcher
vessd pollock landings must be devel oped from ADF& G fishticket data, similar tothe processfor determining
individual quotasharefor anlFQ program. Each catcher vessd would beassigned a proportion or percentage
of thetotal 1995-97 inshore landings. This percentage would be analogous to IFQ quota share and NMFS
would inform each catcher vessd owner of the official pollock quota share attributed to each AFA-listed
catcher vessd. Theco-op quotashareof each individual inshorecatcher vessd could belisted oneachvessd’s
Alaska groundfishfishery permit. Aninshoreco-op’ sannual pollock allocationwould becalculated asthesum
of each participating catcher vessd’s co-op pollock quota share, multiplied by the annual inshore pollock
allocation.

Given the potential inaccuraciesin thefish ticket data, and the allocative nature of the AFA inshore co-ops,
NMFS further believes that vessd owners should be provided the opportunity to appeal the inshore co-op
pollock “ quota share’ attributed to their vessd if the vessd owner has information to indicate the fish ticket
data upon which the vessels quota shore was derived is wrong or incomplete. Therefore, a mechanism for
administrating such appeals must be established. The AFA inshore co-op quota share appeal s process could
be similar or identical to the existing |FQ appeals procedure set out at 50 CFR 679.43

The process for developing the database on which to derive vessd-specific historic nonpollock groundfish
harvest for purposes of sideboard harvest limitations would be similar to that used to establish vessd -specific
pollock quota share, although NOAA General Counsd has opined that the need to provide an appeal s process
to address disputes about historical data on nonpollock groundfish landings is not as paramount given these
data would be used to establish harvest limitations, not allocations.

The development of prohibited species catch estimates for AFA-digible pollock catcher vessds ddivering to
inshore processors would be difficult without some widespread assumptions and extrapolations from limited
observer data (see above discussion on adequacy of historical catch data).

9.2 New Permitting Reguirements

To implement the provisions of the AFA, NMFS will need to establish a series of new permit requirements.
Tofulfill thestatutory requirements of the AFA, this action would establish new permit requirementsfor AFA
catcher/processors, AFA catcher vessds, AFA motherships, AFA inshore processors, and AFA inshore
cooperatives. Any vessd used to engagein directed fishing for anon-CDQ allocation of pollock inthe BSAI,
and any processor that receives pollock harvested in a non-CDQ directed pollock fishery in the BSAI would
be required to maintain a valid AFA permit onboard the vessd or at the plant location at all times that non-
CDQ pollock is harvested or processed. These new AFA permits would not exempt a vessd operator, vessd
owner, or pollock processor from any other applicable permit or licensing requirements required by State  or
Federal regulations. However, vessds fishing for BSAI pollock under the CDQ program and processors
processing pollock harvested under the CDQ program would not be required to have AFA permiits.

The owner of avessd or processor could apply for an AFA permit at any time during the duration of the AFA.

Once issued, AFA vessd and processor permits would bevalid for the duration of the AFA and would expire
on December 31, 2004. AFA vessd and processor permits could not be used on or transferred to any vessd
or processor that is not listed on the permit. However, AFA permits could be amended to reflect any change
in the ownership of the vessdl or processor. In contrast to vessd and processor permits, AFA inshore
cooperative permitswould bevalid only for thefishing year for which they areissued, but would berenewable
on an annual basis.
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AFA permit applications. NMFSwill createapplicationformsfor all AFA permitsthat will beavailableupon
request from the NMFS Alaska Region, and also will be available for downloading on the NMFS Alaska
Region home page (http://www.fakr.noaa.gov). AFA vessd and processor permits would be issued to the
current owner of aqualifying vessd or processor if he/she submits to the Regional Administrator a completed
AFA permit application that is subsequently approved. NMFS also will establish an appeals process under
which applicants could appeal thedenial of an AFA permit or AFA permit endorsement. Theappeals process
for AFA permits would be similar to the process currently in place for the individual fishing quota (IFQ)
program and license limitation program (LLP) appesals.

AFA catcher/processor permits. Under the AFA, the statutory list of qualified catcher/processors took effect
onJanuary 1, 1999 and NM FS has already issued AFA catcher/processor permitsto theownersof all qualified
catcher/processors. Currently permitted AFA catcher/processorswouldlikely beissued new AFA permitsthat
would bevalidfor theduration of the AFA. AFA catcher/processor permitswill bereissued automatically and
the owners of AFA catcher/processors would not be required to re-submit AFA permit applications. Two
categories of AFA catcher/processor permits would beissued: Vessds listed by name in section 208(e)(1)
through (20) of the AFA would beissued unrestricted AFA catcher/processor permits. Vessds qualifying for
AFA catcher/processor permits under section 208(e)(21) would be issued restricted AFA catcher/processor
permits, and would be limited in the aggregate to not more than 0.5 percent of the catcher/processor sector
TAC allocation.

AFA catcher vessd permits. Under the AFA, a catcher vessd would qualify to fish for BSAI pollock if it is
listed by namein the AFA, or, if its history of participation in the BSAI pollock fishery meets certain criteria
set outinthe AFA. AFA catcher vessd permitswould beendorsed to authorizefishing for pollock for ddivery
to AFA catcher/processors, AFA inshore processors, or AFA motherships. An applicant for an AFA catcher
vessd permit would berequired to indicate the sector endorsement(s) that the vessd qualifiesfor. NMFSwill
establish an official AFA record that includes the relevant catch histories of all potentially qualifying vessds
and will verify all claims of endorsement qualification against the official AFA record.

Members of industry have requested that a preliminary list of the AFA digible catcher vessds be made
available tothepublic. That list has been compiled andisincluded in Tables 9.1 t0 9.4 bdlow. Four separate
groupings of catcher vessdsarereported in this section. Those grouping correspond to thetable structuresin
Chapter 7, where the catcher vessds that are likdy digible to make ddiveries inshore, to inshore and
motherships, to motherships only, and to catcher/processors are treated separately.
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Table 9.1: Preliminary List of AFA Eligible Catcher Vesselsin the Inshore Sector

ADF&G Name ADF&G Name ADF&G Name

57934 AJ 55153 DONA PAULITA 48173 OCEAN HOPE 3
69765 ALASKA DAWN 14767 ELIZABETHF 64667 OCEAN STORM
38989 ALASKA ROSE 32554 ENDURANCE 51073 OCEAN ENTERPRISE
57321 ALASKAN COMMAND  |54653 EXCALIBURII 50759 PACIFIC ENTERPRISE
48215 ALDEBARAN 33112 EXODUS 54643 PACIFIC KNIGHT
40749 ALSEA 53247 KV WESTWARD | 54645 PACIFIC MONARCH
00039 AMERICAN EAGLE 55111 FIERCE ALLEGIANCE 61450 PACIFIC PRINCE
00029 ANITA J 32473 FLYING CLOUD 61792 PACIFIC RAM
51092 ARCTICI 40309 GOLD RUSH 00047 PACIFIC VIKING
55923 ARCTIC I 35687 GOLDEN DAWN 57149 PEGASUS

57440 ARCTIC IV 32817 GOLDEN PISCES 09200 PEGGY JO

64105 ARCTIC VI 37660 GREAT PACIFIC 12668 PERSEVERANCE
01112 ARCTIC WIND 41312 GUN-MAR 37036 POSEIDON

45978 ARCTURUS 39230 HALF MOON BAY 33744 PREDATOR

38547 ARGOSY 47795 HICKORY WIND 00006 PROGRESS

56153 AURIGA 62922 LADY JOANNE 56395 RAVEN

56154 AURORA 56119 LESLIELEE 40840 ROYAL AMERICAN
40638 BERING ROSE 70221 LISA MARIE 00046 ROYAL ATLANTIC
62892 BLUE FOX 41520 LISA MELINDA 35957 SEA WOLF

59779 CAITLIN ANN 30332 LONESTAR 00077 SEADAWN

61432 CAPE KIWANDA 60650 MAJESTY 59476 SEEKER

57634 CARAVELLE 49617 MARATHON 00012 STAR FISH

62906 CHELSEA K 00055 MARCY J 34931 STARLITE

54648 COLLIER BROS 66196 MESSIAH 39197 STARWARD

39056 COLUMBIA 59123 MISSBERDIE 39860 STORM PETREL
53843 COMMODORE 38431 MORNING STAR 35527 SUNSET BAY

56676 DEFENDER 56164 MSAMY 40250 TOPAZ

60655 DESTINATION 00961 NORDIC STAR 00008 VIKING

08668 DOMINATOR 36808 NW ENTERPRISE 36045 VIKING EXPLORER
55199 DONA LILIANA 48171 OCEAN HOPE 1 34919 WALTERN

51672 DONA MARTITA

Table9.2: Preliminary List of AFA Eligible Catcher Vesselsin both thelnshoreand M other ship Sectors

ADF&G _Name ADF&G Name ADF&G Name

00045 ALYESKA 06440 MARK | 00033 PACIFIC FURY
00028 AMBER DAWN 00200 NORDIC FURY 58821 TRAVELER
24255 AMERICAN BEAUTY 00032 OCEAN LEADER 39946 VANGUARD
31672 MARGARET LYN 03404 OCEANIC 22294 WESTERN DAWN
12110 MAR-GUN 06931 PACIFIC CHALLENGER

Table9.3: Preliminary List of AFA Eligible Catcher Vesselsin the M other ship Sector

ADF&G Name ADF&G Name ADF&G _ Name

50570 ALEUTIAN CHALLENGER 68858 MISTY DAWN 55512 POPADO I
33697 CALIF HORIZON 38294 PACIFIC ALLIANCE 38342 VESTERAALEN
61372 FIERCE SEA

Table9.4: Preliminary List of AFA Eligible Catcher Vesselsin the Catcher/Processor Sector

ADF&G Name ADF&G Name ADF&G Name

62152 AMERICAN CHALLENGER 32858 NEAHKAHNIE 40969 SEA STORM
59687 FORUM STAR 00101 OCEAN HARVESTER 54654 TRACY ANNE
41021 MUIR MILACH
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AFA catcher vessd sideboard endorsements . The catcher vessd sideboard endorsements identified under the
Council's preferred alternative in Chapter 7.0 would be implemented through endorsements on the catcher
vessd's AFA permit. AnAFA catcher vessd would beprohibited from retaining any BSAI crab speciesunless
the catcher vessd's AFA permit contains an endorsement for that  crab species. AFA catcher vessd permits
could beendorsed for the Bristol Bay Red King Crab, St. Mathews Island blue king crab, Pribilof 1sland king
crab, Aleutian Idands brown king crab, Aleutian Islands red king crab, Opilio Tanner crab, and Bairdi Tanner
crab fisheries based on avessd'shistory of participationin each of thosefisheriesand according to thecriteria
set out in the preferred alternative in Chapter 11.0. Applicants for AFA catcher vessd permits would be
required to indicate on the permit application which AFA crab sideboard endorsements the vessd qualifiesfor
based on the qualifying criteria set out in regulation. All claims of qualification will be verified by NMFS.
To participatein a BSAI crab fishery, the operator of an AFA catcher vessd would haveto haveavalid LLP
license for that crab fishery aswdl asan AFA catcher vessdl permit containing an endorsement for that crab
fishery.

AFA Mothership permits. Under the AFA, three motherships are authorized by name to process pollock
harvested inthe BSAI directed pollock fishery for delivery to motherships. The owner of amothership would
be issued an AFA mothership permit if the mothership is listed by name in section 208(d) of the AFA.
However, the owner of amothership wishing to process pollock harvested by afishery cooperative also would
be required to apply for and receive a cooperative processing endorsement on its AFA mothership permit.

Section 211(c)(2)(A) of the AFA, imposes crab processing restrictions on the owners of AFA mothership and
AFA inshore that receive pollock from a fishery cooperative. These processing limits extend not just to the
AFA processing facility itsdf, but to any other crab processing facility which shares a 10 percent or more
common ownership with the AFA  mothership or AFA inshore processor. To implement the crab processing
restrictions contained in section 211(c)2)(A) of the AFA, NMFS would require that applicants for AFA
mothership and AFA inshore processor permits disclose on their permit application the names of any crab
processorsinwhich the owners of the AFA mothership or AFA inshore processor sharea 10 percent or greater
ownership interest, collectivdy. An applicant for an AFA mothership or AFA inshore processor permit who
does not disclosethis crab processor ownership information would receivean AFA maothership permit or AFA
inshore processor permit but would be denied an endorsement authorizing the processor to recelve and process
pollock harvested by afishery cooperative.

AFA inshore processor permits. Under the AFA, inshore processors are authorized to receive and process
BSAI pallock based on the processing history of the facility in 1996 and 1997. An applicant would receive
an unrestricted AFA inshore processor permit if the Regional Administrator determines that the inshore
processing facility processed more than 2,000 metric tons round-weight of pollock harvested in the inshore
directed pollock fishery during both 1996 and 1997. An applicant would recelve a restricted AFA inshore
processor permitif theRegional Administrator determinesthat theinshoreprocessing facility processed pollock
harvested in the inshore directed pollock fishery during 1996 or 1997, but did not process more than 2,000
metric tons round-weight of pollock during both 1996 and 1997. A restricted AFA inshore processor permit
would prohibit the inshore processing facility from processing more than 2,000 metric tons round-weight of
BSAI pollock in any oneyear.

The owner of an AFA inshore processor wishing to process pollock harvested by a fishery cooperative also
would be required to have a cooperative processing endorsement on the AFA inshore processing permit. The
requirements for a AFA inshore processor cooperative processing endorsement would be the same as those
listed for AFA motherships above.
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The Council also recommended that each AFA inshore processor be restricted to operating in the single
geographic location in which it operated in 1996 or 1997 when processing pollock harvested in the BSAI
directed pollock fishery as set out in the options for single geographic location requirements in Chapter 4.0.
To implement this restriction, land-based shoreside processors would be restricted to operating in the last
physical locationinwhichthefacility processed BSAI pollock during 1996-1997 qualifying period. Stationary
floating processors would be restricted to operating in a location within Alaska state waters that is within 5
nautical miles of thelast position in which the floating inshore processor processed BSAI pollock during the
1996-1997 qualifying period.

Inshore cooperativefishing permits . Toimplement the statutory requirements of the AFA to grant allocations
of pollock to inshore cooperatives, an inshore catcher vessd cooperative formed for the purpose of
cooperatively managing directed fishing for poll ock would beissued an AFA inshore cooperativefishing permit
after submission of a completed application for an inshore cooperative fishing permit. To implement this
provision of the law, an application deadline of December 1 is necessary so that NMFS and the Council can
review cooperativeagreementsand makeinterimallocations of pollock TAC to cooperativesonanannual basis
at the December Council meeting.

As part of the application for an inshore cooperative fishing permit, an inshore cooperative would be required
to certify that: (1) The cooperative contract was signed by the owners of at least 80 percent of the qualified
catcher vessdsthat delivered pollock to the cooperative's designated AFA inshore processor, (2) each catcher
vessd in the cooperative delivered more BSAI pollock to the designated AFA inshore processor than to any
other AFA inshore processor during the year prior to the year in which the cooperative fishing permit will be
in effect, and (3) each member vessd is a qualified AFA catcher vessd, is otherwise digible to fish for
groundfish in the BSAI, and has no permit sanctions or other type of sanctions against it that would prevent
it from fishing for groundfish inthe BSAI. A catcher vessd that isindigibleto harvest BSAI pollock during
the year in which the cooperative fishing permit will be in effect due to permit sanctions, lack of an AFA
permit, lack of LLP permit, or lack of other required permit, could not become a member of an inshore
cooperative that receives aninshorecooperativefishing permit. A cooperativefishing permit could beamended
to add or subtract a qualified catcher vessd upon submission of arevised application that is received by the
NMFS Alaska Region prior to the December 1 deadline and that is subsequently approved by the Regional
Administrator.

Inshore cooperative fishing permits would be valid for one calendar year only, but could be renewed on an
annual basis after submission of anew application that is received by NMFS prior to the application deadline
and that is subsequently approved by the Regional Administrator.

Replacement vessels and processors. Inthe event of the actual total loss or constructivetotal loss of an AFA
catcher vessd, AFA mothership, or AFA catcher/processor, the owner of such vessd would beableto replace
the vessd  with a replacement vessd  that would be digible in the same manner as the original vessd after
submission of an application for an AFA replacement vessd that is subsequently approved by NMFS. The
AFA contains detailed restrictions on replacement vessd's and processors that are set out in Appendix 1.

9.3 Options for the allocation of pollock TAC to inshore cooperatives
9.3.1 Compensation for offshore catch history

Under the AFA, digibleinshore catcher vessds will be allowed to form cooperativesin 2000. Theallocation
of pollock to each cooperative will be based on the individual catch histories of each member vessd. The
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Council isconsidering threeoptionsfor calculating catch history, 1995-97, 1992-97, or thebest two yearsfrom
the two previous options. Section 210(b)(4) of the AFA specifically lists the years 1995, 1996 and 1997 as
the years to be considered, but Section 213 of the AFA provides the Council with the authority to choose
another method for allocating pollock to inshore cooperatives.

Some inshore pollock catcher vessds have made ddliveries to both the inshore and offshore sectors during the
qualifying years. Catcher vessdswith histories split between the mothership sector and theinshore sector are
ableto fish both histories pursuant to the AFA. However, catcher vessas which made ddiveries to both the
inshore sector and the catcher vessd to catcher/processor sector |osethe catch history that was ddlivered to the
catcher/processor sector. This occurs because the AFA does not specifically create a mechanism for these
catcher vessdlsto obtain credit for that catch history. The AFA statesin section 210(b)(4) that “ any contract
implementing a fishery cooperative under paragraph (1) which has been entered into by the owner of a
qgualified catcher vessel eligible under section 208(a) that harvested pollock for processing by
catcher/processors or mothershipsin the directed pollock fishery during 1995, 1996, and 1997 shall, to the
extent practicable, providefair and equitable terms and conditions for the owners of such qualified catcher
vessel." This language seems to place the burden of compensating members of a cooperative on the
cooperative itsdf. However if each inshore processor forms a separate cooperative, the burden of
compensating members may be more onerous on some cooperatives than others. For example, a cooperative
that did not have any members with offshore catch history would not need to “ pay” any compensation, but a
cooperative that had several members with offshore catch history could require substantial compensation
“payments’ by its members.

While the AFA statesthat both the catch ddlivered to catcher/processors and motherships would bedigiblefor
compensation, the AFA allows catcher vessdls to operatein both the inshore and mothership sectors, if they
qualify for both. Therefore, several members of industry have indicated that the focus should only be on the
lost catch in the catcher/processor sector. Vessds in the inshore sector that had deliveries to motherships
during thequalifying yearswould simply losethat catch history if they did not meet the minimum reguirements
to be part of the mothership sector.

Section 210(b)(1) statesthat only catch delivered to theinshore sector will be considered by the Secretary when
determining the amount of quota to be allocated to the inshore cooperative(s). Vessds will be disadvantaged
in joining acooperativeif a substantial portion of their history was ddlivered to catcher/processorsin theyears
used to determine catch history. Asan example, a catcher vessd fishes for a catcher/processor in 1995 and
1996 and then fishesfor ashoreplant in 1997. That catcher vessd isnot eigibleunder the AFA for thefuture
to ddiveriesto catcher/processors. Thevessd isdigibleto fish for theinshore sector, but when cooperatives
areformed will only receive credit for thefish ddivered in 1997, while maost of the other memberswill receive
credit for 1995, 1996 and 1997. As aresult, the catcher vessd in this example will be disadvantaged.

The Council authorized that a discussion paper be developed to outline " optionsfor compensation to inshore
catcher vesselswith catch history delivering to catcher/processorsthat isno longer availableto them under
AFA". The problem faced by these vessels could be addressed by a modification to the criteria by which the
Secretary determines how much quota is allocated to each cooperative. Section 213(c)(3) of AFA provides
that the Council may modify "the criteria required in paragraph (1) of Section 210(b) to be used by the
Secretary to set the percentage allowed to be harvested by such catcher vessels.”

The following changeto Section 210(b)(1)(B) was recommended by Midwater Trawlers Cooperative (MTC)
and would appear to remedy this problem:

S\maria\AFA\afaeal.wpd 245 January 2000



“. .. the Secretary shall allow only such catcher vessels (and catcher vessels whose owners voluntarily
participate pursuant to paragraph (2)) to harvest the aggregate per centage of the directed fishing allowance
under Section 206(b)(1) in theyear in which the fishery cooperative will bein effect that is equivalent to the
aggregate total amount of pollock harvested by such catcher vessels (and by such catcher vessels whose
owners voluntarily participate pursuant to paragraph (2)) in the directed pollock fishery for processing by
the inshore component, together with the amount harvested by such vessels for processing by
catcher/processors in the offshore component during 1995, 1996 and 1997, relative to the aggregate total
amount of pollock harvested in the directed pollock fishery for processing by theinshorecomponent together
with the aggregate total amount harvested by all catcher vessels (excluding those eligible under 208(b)) for
processing by catcher/processor sin the offshorecomponent during such yearsand shall prevent such catcher
vessels (and catcher vessels whose owners voluntarily participate pursuant to paragraph (2)) from
harvesting in the aggregate in excess of such percentage of such directed fishing allowance.”

This modification would allow a catcher vessd with catch history based on deliveries to catcher/processors,
that is otherwise lost under the AFA, to bring that catch history into a cooperative while sharing the burden
among all members of theinshore cooperative/cooperatives. 1n addition, the modification does not changethe
AFA sector allocations.

Preiminary dataindicatesthat 66,764 mt of pollock wereddivered to catcher/processors by 42 different AFA
catcher vessdsfromtheinshore sector. Thefour vessds making the most deliveries accounted for 35,783 mt
of the catch, or about 53 percent of thetotal.

A total of 1,126,275 mt of pollock was ddivered by the AFA inshore catcher vessdls to inshore processors
between 1995-97. Adding the catch ddivered inshoreto the catch ddivered to catcher processors will result
inthetotal amount of pollock catch in the inshore quota pool, if vessds are compensated for their ddiveries
to catcher/processors. Dividing the ddiveries to catcher/processors by the total quota pool yieds the
compensation, or “adjustment”, payment that catcher vessels would be required to make.

Six sub-options setting minimum pollock ddivery levels, beow which a vessd would be indigible for
compensation, wereincluded. Thelevessdected are250 mt, 500 mt, 1,000 mt, 2,000 mt, 3,000 mt, and 5,000
mt. Table 10.5 reports the total amount of catch digible for compensation at each of thesethresholdsin the
cumulative total column. The* Inshore Adjustment” column reportsthe percentage of each vesseshistory that
they would have to pay to compensate catcher vessels for their ddliveries to catcher/processors. Note that the
adjustment is based on the cumulativetotal column added to theinshore ddiveriesto estimate thetotal inshore
catch pool. Thebottomrow of thetable, titled <250 mt, shows the compensation required if no minimum catch
histories were impaosed.
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Table9.5: Compensation for inshore catcher vesselsthat had pollock deliveriesto catcher/processors
from 1995-97, break pointsare based on total catch.

Pollock to C/Ps N\nggs‘)f Pollock Catch | Avg/Vessd | Cum. Total Aéﬂ‘:{;

$5,000 mt 3 31,745 10,582 31,745 2.74%
3,000 - 4,999 mt 5 18,279 3,656 50,024 4.25%
2,000 - 2,999 mt 2 Con. Con. Con. Con.
1,000 - 1,999 mt 3 Con. Con. 58,727 -4.96%
500- 999 mt 3 2,109 703 60,835 5.12%
250 - 499 mt 1 3,831 348 65,148 5.47%
<250 mt 15 1,400 93 66,764 -5.60%

The next two tables impose inshore catch history ceilings of 2,000 mt and 3,000 mt on the compensation
calculation. The Council could also choose a ceiling of 5,000 mt, but the results are no different than the
3,000 mt celling. Vessdsthat landed an amount of pollock greater than the ceiling would not be compensated
for ther ddiveries to catcher/processors. Including these options gives the Council the flexibility to
compensate only the catcher vessds they fed have small amounts of inshore diveries.

Table 9.6: Compensation for inshore catcher vesselsthat had pollock deliveriesto catcher/processors
and landed lessthan 2,000 mt to the inshor e sector from 1995-97, based on total catch.

Pollock to C/Ps Number of Vessds Cum. Total Inshore Adjustment
>5,000 mt 1 Conf. Conf.
3,000 to 4,999 mt 4 21,199 -1.85%
2,000 to 2,999 mt 0 21,199 -1.85%
1,000 to 1,999 mt 1 Conf. Conf.
500 to 999 mt 3 24,647 -2.14%
250 to 499 mt 1 Conf. Conf.
<250 mt 2 25,200 -2.19%
S\maria\AFA\afaeal.wpd 247 January 2000




Table9.7: Compensation for inshore catcher vesselsthat had pollock deliveriesto catcher/processors

and landed lessthan 3,000 mt to the inshor e sector from 1995-97, based on total catch.

Pollock to C/Ps Number of Vessds Cum. Total Inshore Adjustment
$5,000 mt 1 Conf. Conf.
3,000 to 4,999 mt 4 21,199 -1.85%
2,000 to 2,999 mt 1 Conf Conf.
1,000 to 1,999 mt 2 26,199 -2.27%
500 to 999 mt 3 28,307 -2.45%
250 to 499 mt 1 Conf. Conf.
<250 mt 2 28,860 -2.50%

Note: Informationin thistabledoes not changeif theinshoreddivery celingischanged from 3,000 mt to 5,000
mt.

Table9.8 providesinformation on the compensation of catcher vessdsif the break points arebased on average
annual pollock catchfrom1995-97, instead of total harvestsduring that timeperiod. Thismethod of describing
catch history assigns the majority (28) of the vesselsto the < 250 mt category. None of the vessds averaged
5,000 mt of pollock or more during thethree years, which may be dueto the limited amount of catch delivered
by the these vessdls to catcher/processors in 1997. Recall that 1997 was the sole qualifying year for catcher
vessds in the catcher/processor sector.

Table9.8: Compensation for inshore catcher vesselsthat had pollock deliveriesto catcher/processors

from 1995-97, break points are based on aver age catch.

Pollock to C/Ps Number of Vessds Avg /VessH Inshore Adjustment
$5,000 mt 0 0 -0.00%
3,000 - 4,999 mt 2 Conf. Conf.
2,000 - 2,999 mt 1 Conf. -2.74%
1,000 - 1,999 mt 5 1,219 -4.25%

500- 999 mt 3 653 -4.73%

250 - 499 mt 3 404 -5.02%
<250 mt 28 86 -5.60%

94 Determine Inshore and Mothership Pollock Catch History Based on Best 2 of 3 Years

The AFA prescribesthecriteriafor determining which catcher vessds aredigibleto participatein theinshore
and mothership cooperativesin Section 208 (a) and Section 208 (c) of the Act, respectively. Those sections
of the AFA do not require that al three years of catch history be used to determine the amount of pollock
catcher vessds would be allowed to take with them into a cooperative.
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An alternative has been added that would allow catcher vessdsin theinshore sector to usetheir best two years
of pollock catch history during thethree year qualification window. Theimpacts of that option are depicted
in the chart below. It will make about half of the vessds better off and the other half of the inshore fleat will
be worse off asaresult of using 2 of 3 years catch history. Interms of who wins and loses, the winners are
those vessds with inconsistent catch histories, and the losers are the vessds that made approximatdy equal
amounts of landings each year. Thetails of the graph represent the vessds with the largest catch histories.
In terms of tons and percent of TAC, they are the biggest winners and losers. Vessds with smaller catch
levels, whether they had consistent or inconsistent catch histories, and vessds with somewhat varied catch
histories are depicted in the middle portion of the chart.

Impacts of Using Best 2 of 3 Years of Pollock Catch History
on Individual Inshore Catcher Vessels
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9.5 Schedule for Annual Specification of Pollock Co-op Allocations

Based on AFA referencesto annual cooperative arrangements, NMFS assumes that the duration of a fishery
cooperative would befor a one-year period. Ideally, fishery cooperative agreements should be completed by
late September of each year to allow NMFES sufficient time to calculate pollock allocations based on
participating catcher vessd inshore pollock “ quota shares,” provide the Council opportunity to review and
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assessinshorepollock cooperative arrangements, and to annually specify separateinshore cooperative pollock
allocations intheinterim specifications. Theinterim specifications also would include any non-pollock harvest
specifications that would beapplied at ether theinshore sector or cooperativelevd. Theinterim specifications
would be superseded by the final specifications for fishing activity after the pollock roe season. The AFA
provides for vessd entry into a cooperative after a cooperative has been formed and before the calendar year
in which fishing under the co-op would occur (section 210(b)(2)). This activity would essentially change the
cooperative' s alocation of pollock and harvest sideboard limitations. Administrative processes should be
devdoped to avoid having to republish inshore allocations of pollock among different cooperatives pending
such changes to co-op specific participants.

9.6 Management of Inshore Catcher Vessd Co-ops

The AFA authorizes the formation of pollock co-ops within each of the three pollock industry sectors
established by the AFA. However, a fundamental difference exists between the current offshore co-ops and
possiblefutureinshore-sector co-ops. Thecatcher/processor, offshorecatcher vessd, and potential mothership
CO-0ps require no separate action or implementation by NMFS. NMFS will monitor and enforce sectoral
pollock TAC allocations in the same manner regardiess of the presence or absence of the co-op because the
formation of a co-op does not require NMFS to sub-allocate amounts of pollock TAC. Theindividual catch
shares harvested by different catcher/processors, offshore catcher vessds, and the mothership  flegt are of no
conseguence to NMFS except as they contribute to each sector’s catch in the aggregate.

The inshore catcher vessd co-operatives contemplated by the AFA pose an entirdy different management
issue. Section 211 (b) of the AFA specifiesthat NMFS set-aside separate TAC allocations to each co-op upon
formation of the co-op and manage each co-op's TAC allocation separately:

(b) CATCHER VESSELS ONSHORE.—

(1) CATCHER VESSEL COOPERATIVES—FEffective January 1, 2000, upon the filing of
a contract implementing a fishery cooperative under subsection (a) which—

(A) is signed by the owners of 80 percent or more of the qualified catcher vessels that
delivered pollock for processing by a shoreside processor in thedirected pollock fishery in the year
prior to the year in which the fishery cooperative will be in effect; and

(B) specifies, except as provided in paragraph (6), that such catcher vessels will deliver
pollockin thedirected pollock fishery only to such shoreside processor during theyear inwhichthe
fishery cooperative will be in effect and that such shoreside processor has agreed to process such

pollock, the Secretary shall allow only such catcher vessels (and catcher vessels whose owners
voluntarily participate pursuant to paragraph (2)) to harvest the aggregate percentage of the
directedfishing allowance under section 206(b)(1) in theyear in which thefishery cooperativewill
bein effect that is equivalent to the aggregate total amount of pollock harvested by such catcher
vessels (and by such catcher vesselswhose ownersvoluntarily participate pursuant to paragraph
(2)) in the directed pollock fishery for processing by the inshore component during 1995, 1996,
and 1997 relative to the aggregate total amount of pollock harvested in the directed pollock fishery
for processing by theinshore component during such yearsand shall prevent such catcher vessels
(and catcher vessels whose owners voluntarily participate pursuant to paragraph (2)) from
harvestingin aggregatein excessof such percentage of such directed fishing allowance] emphasis
added]

(2) VOLUNTARY PARTICIPATION.—Any contract implementing a fishery cooperative
under paragraph (1) must allow the owners of other qualified catcher vessels to enter into such
contract after it is filed and before the calender year in which fishing will begin under the same
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terms and conditions as the owners of the qualified catcher vessels who entered into such contract
upon filing.

(3) QUALIFIED CATCHERVESSEL.—For the purposes of this subsection, a catcher vessel
shall be considered a “ qualified catcher vessdl” if, during the year prior to the year in which the
fishery cooperative will be in effect, it delivered more pollock to the shoreside processor to which
it will deliver pollock under the fishery cooperative in paragraph (1) than to any other shoreside
processor .

(4) CONSIDERATION OF CERTAIN VESSELS—Any contract implementing a fishery
cooperative under paragraph (1) which has been entered into by the owner of a qualified catcher
vessel eligible under section 208(a) that harvested pollock for processing by catcher/processors or
motherships in the directed pollock fishery during 1995, 1996, and 1997 shall, to the extent
practicable, providefair and equitabletermsand conditionsfor the owner of such qualified catcher
vessal.

(5) OPEN ACCESS—A catcher vessel digible under section 208(a) the catch history of
which has not been attributed to a fishery cooperative under paragraph (1) may be used to deliver
pollock harvested by such vessel fromthe directed fishing allowance under section 206(b)(1) (other
than pollock reserved under paragraph (1) for a fishery cooperative) to any of the shoreside
processors eligible under section 208(f). A catcher vessel eligible under section 208(a) the catch
history of which has been attributed to a fishery cooperative under paragraph (1) during any
calendar year may not harvest any pollock apportioned under section 206(b)(1) in such calendar
year other than the pollock reserved under paragraph (1) for such fishery cooperative.

(6) TRANSFER OF COOPERATIVE HARVEST.—A contract implementing a fishery
cooperative under paragraph (1) may, notwithstanding the other provisions of this subsection,
provide for up to 10 percent of the pollock harvested under such cooperative to be processed by a
shoreside processor eligible under section 208(f) other than the shoreside processor to which
pollock will be delivered under paragraph (1).

Although theterm“co-op” isused inthe AFA, such asystemisreally closer to avoluntary |FQ system at the
processor level. Implementation of such aprogramraises an entire suite of management issues associated with
individual quota monitoring, such as those faced by the CDQ program and halibut/sablefish IFQ program.
Consequently, a new regulatory and management infrastructure must be developed before NMFS can issue
TAC allocations to individual inshore co-ops. The purpose of this section is to identify issues rdated to the
management of inshore pollock co-ops.

9.6.1 Database Deveopment and Determination of Co-op Shares

Section 211(b) of the AFA specifiesin statuteaformulafor determining the share of the BSAI inshore pollock
TAC allocation that each co-op would receive.  Specifically, each co-op would receive a TAC alocation
“equivalent totheaggregatetotal amount of pollock harvested by such catcher vessds... inthedirected pollock
fishery for processing by the inshore component during 1995, 1996, and 1997 relative to the aggregate total
amount of pollock harvested in the directed pollock fishery for processing by the inshore component during

such years.”

To support the calculation of co-op pollock allocations, NMFS intends to establish a database known as the
" Official NMFS AFA Record” (Official Record). This Official Record will enable NMFS to:
(a) establish harvest histories and vessel ownership for each catcher vessd which qualifies for the
inshore directed fishing allowance in Section 206(b)(1);
(b) establish processing histories for shoreside processors digible under 208(f)(1);
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(c) determine appropriate co-op membership for 2000;

(d) comply with Section 210 which requires that the North Pacific Fishery Management Council
(Council) and Secretary of Commerce (Secretary) make available to the public “ ...the amount of
pollock and other fish to be harvested to each party to such contract...”; and

(e) maintain confidentiality of harvest records by distinguishing between the® owners’ of confidential
data; and those who seek privileges based on those data.

Official Record. The process of building the Official Record is anticipated to be similar to that used for the
Individual Fishing Quota and License Limitation programs. For each inshore catcher vessd, the Officia
Record will be used to establish the 1995, 1996, 1997 and 1999 “fishing history”. Thiswill be compiled from
Federal and State data and will contain harvest, permit, vessd, and demographic information about permit
holders (including “skippers’) and vessd owners. The Official Record will be presumed to be accurate but
could besuccessfully challenged with appropriateand sufficient evidencethat the Official Recordisincomplete
or incorrect. NMFSwould notify constituents of the summarized contents of the Official Record (e.g., vessd
characteristics and total pounds landed (by year and species) and afford them afinite opportunity to challenge
NMFS' data. Claimsthat rebut the Official Record but which are not accepted by NMFS would be denied in
an Initial Administrative Determination, and the constituent would be afforded the opportunity to appesl.
Becausetheentireinshore directed fishing allowance of pollock for ayear will be parsed based on the Official
Record as it exists just prior to a fishing season, resolution of appeals in favor of appellants after that date
would likely not affect established allocations and guiddine harvest levels  for that fishing year. NMFS will
need to maintain records to document the data gathering/verification/denial/appeal process for each inshore
ddivering vessd and shoresideprocessor. Vessd harvest historieswould beestablished once, and would result
in calculation of the fractional share of the inshore allocation accrued to each catcher vessd.

Remaining time in 1999 is insufficient for NMFS to establish the regulatory framework, including PRA
requirements; to provide summaries; and for constituents to challenge the Official Record prior to the start of
fisheries in January 2000. In that case, NMFS might have to rely on the compiled Official Record without
challenge for 2000 and defer that opportunity until the year 2000 for 2001 and future fisheries.

The NMFS Record will consist of (1) harvest data; (2) processing data; (3) permitsdata; (4) LLP digibilities,;
(5) vessd characteristics, including LOA and ownership; and (6) demographic data about permit holders and
vessd owners. Data would be derived from: (1) State of Alaska Fish Tickets; (2) NMFS Weekly Product
Reports and/or State of Alaska Commercial Operators Annual Reports; (3) NMFS License Limitation
digibility data; (4) State of Alaska permit files; (5) NMFS and State of Alaska vessd permit and registration
files; and (6) NMFS and State of Alaska demographic files. NMFS must protect confidentiality of harvest
information and safeguard against inappropriate disclosure during digibility testing and allocation/guiddine
harvest assignments. Therefore, in building this Official Record, NMFS must be ableto unequivocally identify
participating people, processors, and vessd's; and must maintain confidentiality of certaindata. Stateof Alaska
data will haveto be provided by the Commercial Fisheries Entry Commission, which can providelinks among
State harvest, permit, vessd, and person data without disclosure of Social Security numbers which are
confidential under the Privacy Act.

Datalssues. Major dataconcernsinclude: (1) dataaccuracy and availability; (2) estimating discardsand PSC;
(3) basis for determining vessd pollock “ quota shares;” (4) resolution of discrepancies between Fish Ticket
and WPR harvest data sources; (5) time and staff resources required to process data and establish allocations
and guideline harvest levels; and (6) confidentiality. Each is discussed below:
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Data availability. The only complete source of inshore catcher vessd harvest information is State of Alaska
fish tickets. ADF& G staff 2 has indicated that for the BSAI, groundfish and shellfish  (crab) fish ticket data
sets are reasonably complete, accurate and readily available through calendar year 1998 (and that little
groundfisn is reported on other types of fish tickets in that area). She suggested that NMFS obtain a more
recent set of Statedata (fishtickets, vessd and permit ownership, and person demographics) thanwas provided
for LLP implementation to date. Because of the need to receive data that are linked among data types and
which use non-confidential person identifiers, NMFS needs to receive these data through the Commercial
Fisheries Entry Commission (CFEC). ADF& G staff provided the following estimated schedule for reviewed
fish ticket data availability from ADF& G to CFEC: data already inthefish ticket database system: within one
to two months; data not yet in the system, one to two months for groundfish tickets, and within a month of the
date of closure of any specific shellfish fishery. CFEC typically requires up to one month from the date of
request to provide NMFS with data sets, depending on  work priorities. Any data needed from NMFS' own
databases are available within approximatey one week.

Groundfish fish tickets for 1999 are the source of data to determine cooperative membership for 2000. These
are expected to be available to NMFS between one and two months following the dates of landing. This

schedule could prove problematic for co-ops that wish to operatein January 2000 if pollock fisheries extend
into late 1999.

Discard data. No reliable source exists for inshore catcher vessd at-sea discards of groundfish and PSC.
Additionally, several questions must be answered that will determine the method and re ative ease with which
discards are calculated and allocated.

First, arediscardsintended to be part of theindividual vessd fishing histories; or at the co-op, sector, or TAC
level? The answer depends on the aggregation levd at which NMFS intends to “allocate’ and manage
groundfish and discards.

Second, what isthebasis of extrapolating discards? NMFS might elect to cal culate groundfish discards based
on theretained catch in directed fisheries; or based on retention at any time; based soldly on pollock, or on all
groundfish species. PSC extrapolations might additionally depend on assignment of “target” fisheries.

Fish ticketsare primarily landing documentsand information on discardsthereinisincompleteand unrdiable.
Another potential data source, NMFS logbooks, arenot required for catcher vessds less than 60 feet length
overall (LOA); andinany casearenot availabledectronically. The NMFS Weekly Processor Report (WPR)
monitoring system uses observer-industry blended data  to estimate groundfish discards and PSC bycatch on
aweekly basis and for the entire inshore component. Results for the industry are extrapolated to individual
processors on a prorated basis according to their groundfish product reports and an assigned “target” for the
week, and arenot based on, or provided at, thecatcher vessd level. A seriousdifficulty infurther extrapolating
groundfish and PSC discards to catcher vessels is that fish tickets frequently “ straddl€’ two or more weekly
reporting periods (i.e., bases for WPR processor target assignments and blend discard extrapolations). Also,
if any such extrapolation is madefor establishing catcher vessd histories NMFS will need to establish abasis
for theextrapolation (e.g., based onretained pollock or retained groundfish; or on atarget fishery assignment).

If based on total catch the PSC estimates would themsdves be based in part on highly estimated groundfish
discards. Thisis somewhat less of a problem if each co-op is in effect, equivalent to an entity that reported
separatdy in a WPR although extrapolation also is required.  Theissue of calculating and applying discards

2 State of Alaska Groundfish Coordi nator, Gail Smith. March 1999.
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in groundfish fisheries gets progressively moresimpleastheleved of extrapol ation and assignment of guiddine
harvest amounts is made at increasingly aggregated levels.

Basis for historical catch. For the purpose of determining directed pollock harvest histories for individual
catcher vessds under section 210(b)(1), NMFS will haveto consider the dates during which pollock was open
for “ directed fishing” in Section 210 (b) as they relate to determining vessd histories during 1995, 1996, and
1997. In particular, NMFS will determine which ddiveries made after close of a directed pollock fishery
should be included in that directed fishery. For groundfish other than pollock and for prohibited species,
NMFS must answer the question of “ what is the basis on which harvests are assigned to a vessd: catch or
retained catch during the open directed fishery for that species; or any catch or retained catch of that species
at any time?’

Data discrepancies. To avoid discrepancies between NMFS and fish ticket data sources resulting from any
differences in product recovery rates, reporting compliance requirements, and reporting time frames, NMFS
will use only fish tickets to establish both individual vessd harvest histories and to determine the total catch
of pallock for theentireinshore component for each year. Blend datais the only source of groundfish discard
and PSC data. As described above, extrapolating and apportioning discards and PSC is problematic.

Time and staff resources. Time and staff resources are limited. The process for determining vessel harvest
histories for inshore pollock cooperatives is not substantially different from that used for implementing the
Individual Fishing Quota Program (IFQ) and License Limitation Program (LLP). Much of the programming
infrastructure to examinefish ticketsin preparation for LLP can be applied to AFA inshore co-ops with little
modification. One criterion for vessd participation in cooperatives is LLP authority to fish for pollock; and
that information will expected to beavailableat thetime NM FS needsto establish AFA catcher vessd histories
later in 1999. Except for the problem of discard groundfish and PSC, thereis no substantial differencein the
amount of time or work required to establish a harvest history for all retained groundfish species as compared
with that for pollock alone, because a complete fish tickets data set will include al groundfish species.

However, it would likdly require additional timefor participantsto rebut theNMFS Record if all specieswere
included; and for NMFS staff to investigate the expected increased number of such instances. This could delay
establishment of vessd historiesand determinationsof cooperativeharvestslimitationsfor non-pollock species.

Finally, 1999 ddiveries by catcher vessds are needed to establish potential cooperative membership for 2000.
Even asmall dday in availability of late year 1999 fish tickets could delay final results and consequently, the
establishment of co-op membership and allocations and guiddine harvest levels for 2000 fisheries.

A significant additional problem is that no staff or consultant resources have been identified to construct or
modify the Official Record for this project. Qualified persons are currently fully occupied on other priority
tasks to support implementation of AFA, IFQ and IFQ/CDQ Cost Recovery, and LL P implementation.

Confidentiality . As has occurred in other programs, without specific waivers from permit holders who signed
fish tickets, Alaska State confidentiality statutes may preclude NMFS' disclosure of vessd histories and
subsequent review and opportunity for challenge of the Official Record by current vessel owners, who are
presumed to “own” the history. This occurs fairly often.

State statuteat AS 16.05.815(a)(5) prohibits the release of fish ticket data to other than the permit holder who

signed the fish ticket. The permit holder signing the fish ticket often is not the vessd owner. Thus, vessd
owners may not obtain historical fishticket datafor landingsby their vessd swithout asigned waiver fromeach
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permit holder documented on historical  fish tickets. The existing limitations on the release of historical fish
ticket data can be modified only through action by the Alaska State legislature.

Existing State statute does providefor thereease of fishticket or other confidential informationto NMFS and
the Council for purposes of fisheries management. NM FS might ameliorate concerns about accessto historical
landings data by providing each vessd owner the total pounds landed by species for her/his vessd over the
rdevant catch history period (1995 - 1997). However, NMFS could not provide specific landings data
documented on specific fish tickets. Once co-op participants areidentified, NMFS also could provide pollock
allocations and non-pollock and PSC harvest limitations aggregated to theco-op level. NMFS' determination
on co-op alocations will not be available until late in the year after co-op participants have been identified.
This approach, therefore, will not address the interest of industry members to obtain historical landings
information as soon as possible so the co-op negotiations may be initiated for 2000 immediatey after final
Council action on an FM P amendment establishing an infrastructure for inshore co-ops.

9.6.2 Annua Pollock Allocations

The formula set out in section 210(b) of the AFA generates a percentage of the annual pollock TAC that each
inshore co-op would receive, but this percentage must be converted into afinal TAC amount beforeit can be
issued to a co-op by NMFS. As mentioned above, the annual amount of pollock allocated to a co-op would
be calculated by summing the pollock * quotashare’ listed on each participating catcher vessd’ sfishing permit
by the amount of pollock allocated to the inshore component. The resulting co-op pollock allocations would
be specified annually.

These annual specification of co-op pollock all ocationswoul d be cal cul ated and announced after determination
of TACsand submission of catcher vessel membership lists. Theseallocations could be adjusted if additional
vessds join a co-op prior to the beginning of a calendar year. The current process for establishing annual
harvest specifications will require co-op allocations of pollock TAC under interim, followed by final,
allocations and harvest limitations.

Co-op allocations would need to accommodate two types of harvest or sharetransfers. First, vessdsjoining
co-ops after initial allocations arecalculated and prior to thestart of a calendar year (section 210(b)(2)) would
bring ther pollock “ shares’ into the co-op. Accommodating thisisasimplematter of recalculatingtheco-op’s
allocatiorv/limitations. Section 210(b)(6) also authorizesaco-op to transfer up to 10% of its pollock allocation
to a shoreside processor digible under section 208(f) other than the primary shoreside processor to which
pollock will be ddivered under the co-op agreement. Under section 210(a), these contract provisions would
have to be identified prior to the start of a fishing year. Annual co-op specific pollock allocations would be
specified accordingly.

At present, the pollock fishery begins on January 20 of each year under interim TACs equal to  the proposed
first seasonal allowance of pollock for the Bering Sea. Final TAC specifications do not become effective until
late February or early March of each year due to the length of the public comment period on the proposed
specifications and review required by NMFS. While the time lag between the start of the fishery on January
20 and the effective date of the final specifications is likdy to be reduced under the TAC streamlining
amendment adopted by the Council in 1998 and under development by NMFS; it isnot likely to be completdy
eiminated. Consequently, if inshore co-op fishing is to begin on January 20, then provisions must be made
for interim co-op sharesuntil thefinal specificationsbecomeeffective. Thisproblemisnot faced by thehalibut
and sablefish IFQ program because fishing for halibut and sablefish does not begin until March 15 of each
year, after the effective date of the final specifications.
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9.6.3 Management of Catcher Vessd Sideboards

Section 211 of the AFA states that “the North Pacific Council shall recommend for approval by the Secretary
such conservation and management measures as it determines necessary to protect other fisheries under its

jurisdiction and the participantsin those fisheries, including processors, from adverse impacts caused by this
Act or fishery cooperatives in the directed pollock fishery.” With respect to catcher vessds, Section
211(c)(1)(A) requires that

By not later than July 1, 1999, the North Pacific Council shall recommend for approval by
the Secretary conservation and management measures to—

(A) prevent the catcher vesselseligible under subsections (a), (b), and (c) of section 208
from exceeding in the aggregate the traditional harvest levels of such vesselsin other fisheries
under the authority of the North Pacific Council asaresult of fishery cooperativesin the directed
pollock fishery; [ emphasis added] and

(B) protect processorsnot eligibleto participateinthedirected pollock fishery fromadver se
effects as a result of this Act or fishery cooperatives in the directed pollock fishery. If the North
Pacific Council does not recommend such conservation and management measures by such date,
or if the Secretary determines that such conservation and management measures recommended by
the North Pacific Council are not adeguate to fulfill the purposes of this paragraph, the Secretary
may by regulationrestrict or changetheauthorityin section 210(b) to the extent the Secretary deems
appropriate, including by preventing fishery cooperatives from being formed pursuant to such

section [ emphasis added] and by providing greater flexibility with respect to the shoreside processor or
shoreside processors to which catcher vessels in a fishery cooperative under section 210(b) may deliver
pollock.

These “sideboard” requirements are different in nature from the allocations of pollock TAC to inshore co-ops
under Section 210 of the AFA. First, they are limits and not allocations. The AFA makes no provisionsto
assure that such catcher vessds actually havetheright to harvest other groundfish species at their traditional
levels. Second, the AFA specifically states that such management measures apply to  the aggregate catch of
eigible catcher vessds and not to catch by individual vessds or co-ops. While the Council is not limited to
considering sideboard provisionsthat would apply totheentire AFA catcher vessdsfleet inaggregate, theAFA
clearly anticipates that such sideboards would be applied in the aggregate.

The AFA also provides the authority to prohibit the formation of inshore fishery co-ops if catcher vessd
sideboard provisions are not recommended by the Council by July 1, 1999, or if the Secretary of Commerce
determines the Council’ s recommended sideboard provisions are inadequate to protect other fisheries.

9.6.3.1 Monitoring Sideboards at the Aggregate Sector Leve

NMFS currently is monitoring 1999 AFA sideboards in the aggregate for the catcher/processor sector of the
pollock fleet. The 1999 sideboardsfor the catcher/processor fleet were published in theinterim and final 1999
specifications and are being managed through directed fishing closures. At the beginning of the fishing year,
NMFS closed a suite of BSAI fisheries to AFA-listed catcher/processors because the sideboard amounts for
these fisheries were determined to be inadequate to support a directed fishery by the listed C/Ps.  Several
species such as Pacific cod, rock sole, and yelowfin sole remained open to AFA-listed catcher/processors
because the sideboard amounts for those species were adequate to support directed fishing. NMFS is
challenged to manage groundfish and PSC sideboard amounts in these fisheries to prevent the AFA-listed
catcher processors from exceeding their sideboard limitations.
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NM FScoulduseasimilar approachfor catcher vessds, closing directed fisheriesto AFA-listed catcher vessdls
when sideboard amounts are inadequate to support directed fishing and leaving directed fishing open for
fisheries in which adequate sideboard amounts exist to support directed fishing for those species. Existing
observer coverage levels combined with a system of eectronic catcher vessd deivery reports should be
adequate to monitor the aggregate activity of AFA-listed catcher vessds. 1n the case of prohibited species,
catch by observed vessd swould be extrapolated to unobserved vessd sfishing for the same speciesinthesame
area asis currently being done for all fisheries in which observer coverage is less than 100 percent.

9.6.3.2 Monitoring Sideboards at the Individual Co-op Leve

Managing sideboards at theindividual co-op leve poses significant additional burdens compared to managing
aggregate sideboards for the fleet as a whole. In the first place, NMFS cannot possibly manage multiple
species sideboards at the individual co-op levd through traditional in season management measures such as
closuresinthe Federal Register. Theresponsibility for sideboard management at theindividual co-op leve
would have to be the legal responsibility of the co-op itsdf and not NMFS, similar to the management of
pollock shares by individual co-ops. Second, themonitoring of individual catch limits at the co-op leve raises
the same monitoring concerns present in the CDQ program and discussed above with respect to the monitoring
of pollock shares by co-ops. For thisreason, NMFS believes that management of sideboards at theindividual
co-op leve requiresthe samemonitoring and observer coveragelevelsreguired by the CDQ program (e.g. 100
percent observer coverage for all trawl vessdls greater than or equal to 60 ft LOA and full retention of
groundfish catch and salmon PSC). Thisadditional monitoring is especially important for PSC specieswhich
are discarded at sea. Extrapolation of PSC rates from observed to unobserved vessdls at the co-op levd is
probably not possiblegiventhesmall numbers of vessdsinvolved in each co-op and theincentivesto misreport
PSC catch in the absence of an observer.

Additional complexitiesariseif vessasinapollock co-op affiliated with a particular processor wish to ddiver
non-pollock groundfish to other processors. Tracking sideboard amounts when co-op members are ddivering
to morethan one processor will requirethat timely reports on catcher vessd ddiveries, or dectronic shoreside

processor loghooks, bein place for all processors to which co-op members wish to ddiver groundfish.

9.6.4 Subdivision of Co-op Shares by Area and Season

NMFS, through emergency rule, has recently implemented reasonable and prudent alternatives (RPAS) to
avoid the likelihood of the pollock fisheries off Alaska jeopardizing the continued existence of the western
population of Steller sealions, or adversdy modifying itscritical habitat. Permanent regulationsto implement
Steller sealion RPAsarecurrently under development. TheseRPAsarelikdy tofurther dividethe Bering Sea
inshore pollock TAC allocation into four separate seasonal allocations with separate catch limits inside a
designated critical habitat/catcher vessd operational area (CH/CVOA) conservation zone during each fishing
season. Additional spatial distribution requirements may be possible during the summer and fall fishing
seasons. Consequently, under the Steller sealion RPAS, theinshorepollock TAC allocation may besubdivided
into between 8 and 12 separate catch limits based on area and season.

Option 1: Managing co-op shares by areaand season . If individual co-opsformaround all eight of theinshore
processors and NMFS subdivides each co-op share by area and season this could generate upwards of 96
separate inshore pollock TAC allocations for the Bering Sea alone. NMFS does not have the capacity to
manage dozens or hundreds of individual co-op allocations using traditional in season management methods
such as closure notices in the Federal Register. Consequently, the burden for managing such co-op shares
must be born by the participants themsdves as is the case with the IFQ and CDQ programs.
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Dueto the complexities of implementing this management program withintheshort time-framerequired by the
AFA, NMFS is not proposing to implement a more complex system under which each individual inshore
cooperative would receiveallocations of pollock subdivided by each management areaand season. Onereason
for thisdecisionisthat NMFSis currently revising Steller sealion management measures for 2000 that could
divide the Bering Sea Subarea pollock TAC into four seasons and two separate areas. However, afinal rule
to implement Steller sea lion protection measures has not yet been published and such measures, therefore,
cannot be accommodated in this AFA  proposed rule. A second reason is that the complexities of managing
individual cooperative TAC allocations and accounting for individual cooperative harvest overages and
underages by season and area arebeyond the scope of this proposed rule. NMFS has not analyzed the observer
coverage levels and enforcement burdens such an option would entail.

Option 2 (Preferred): Managing co-op sharesintheaggregate . Under theproposed rule, NM FSwould manage
the inshore cooperative and inshore non-cooperative allocations as two separateinshorefisheries. Thevarious
inshore cooperatives would be managed as a group for the purpose of making TAC apportionments by season
and areaand for the purpose of issuing directed fishing closures. NMFS would continueto announcedirected
fishing closures for each inshore fishery when the Regional Administrator determines that the TAC allocated
to that fishery for a particular season and area has been reached. Under this system, fishing by inshore
cooperatives would be unaffected by catcher vessds fishing in the inshore non-cooperative fishery. However,
the aggregate harvests by all inshore cooperatives would determine the inshore cooperative directed fishing
closures for each season and area.

Under this option, each inshore cooperative would be guaranteed the opportunity to harvest its entire  annual
allocation of Bering Sea Subarea pollock but would not receive a specific guarantee of harvest levels for any
particular season or management area within the Bering Sea Subarea.  Cooperatives wishing to further
rationalize their annual operations to work with each other to prevent the activities of one cooperative from
preempting the harvest plans of another cooperative within a specific season or area.

9.6.5 Data Collection and Verification

To monitor pollock TAC allocations at the inshore co-op leve, NMFS must have a reporting system that is
able to discern pollock landings by individual catcher vessds. Similar standards also exist to monitor non-
pollock groundfish and prohibited species harvest limitations. NMFS has already devel oped such asystemfor
monitoring CDQ operations and is currently developing an dectronic shoreside logbook system that would
provide sufficient vessd-by-vessd landing information to monitor inshore co-op activity on a vessd-by-vessd
basis. Interagency discussions are also underway regarding possible merger of State and Federal reporting
requirements for fish delivered by catcher vessdls. A suitable system could be developed by 2000, but would
require significant revisions to the existing recordkesping and reporting program. - Serious reservations exist
whether implementing regulationswould be effectivein timefor the 2000 A season pollock fishery and atarget
implementation date for the 2000 B season likely is more reasonable.

If the opportunity to forminshore co-ops is mandated by 2000 and insufficient time exists to implement a new
Federal dectronic recordkesping and reporting system to provide timely documentation of catcher vessd
ddiveries, interim revisonsto existing processor logbook and Weekly Production Reports (WPRs) might be
considered if non-pollock harvest limitations aremonitored at the aggregate sector level. These changeswould
require separate logbook entries and WPRs for groundfish ddlivered by AFA-digible vessds. NMFS notes,
however, that even these seemingly minor changes will require significant changes to existing recordkesping
and reporting forms, regulations, and associated software used by NMFS to monitor fishery quotas.
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At aminimum, NMFS believes that observer coverage at inshore processors must beincreased to a leve that
would enable each catcher vessd ddivery to be observed by a NMFS observer. At most inshore processors,
this would require two observers to cover the 24-hour period of operation for the plant. In certain
circumstances where an inshore processor is offloading and weighing pollock at multiple locations, more that
two observers could be required.

Prior tothe AFA, theinshore pollock fishery was managed in theaggregate across theentire sector withNMFS
issuing a single closure for the entire inshore sector upon the attainment of a seasonal allocation of pollock
TAC. Unde the inshore cooperative system set out in the AFA, each inshore processor and its affiliated
cooperative will be operating on its own proprietary pollock allocation. Because NMFS will no longer be
managing theinshore sector in the aggregate, increased monitoring is required at each individual processor to
insure that cooperative allocations are not exceeded. Under afishery cooperative, contract agreementswould
beestablished that essentially allocate specific amounts of pollock toindividual vesselsfor purposesof directed
fishing. Although NMFS does not intend to actively manage individual vessd groundfish harvests under the
cooperative, the agency is challenged to ensure that overall groundfish or prohibited species catch harvest
limitations are not exceeded and that theincidental catch of pollock taken in non-pollock groundfish fisheries
is not credited against the pollock directed fishing allowances. To meet these management challenges, NMFS
beieves that an observer must be available to observe and sample each catcher vessd ddivery.

9.6.6 Summary of Co-op Monitoring and Management |ssues

Because NMFS does not have the capacity to actively monitor each individual co-op share and announce
closures for each individual co-op inthe Federal Register the responsibility for in season management of co-
ops must be born by the co-ops themsdves. The individual co-op shares authorized by the AFA are quite
similar to current allocations of pollock CDQ to individual CDQ groups. In both cases, an identified group
is allocated a specific percentage of the pollock TAC and is responsible for managing its fishing activity to
remain withinits TAC allocation. NMFS bdieves, therefore, that it is appropriate and necessary to treat both
CDQ groups and inshore pallock co-ops in the same manner with respect to recordkesgping and monitoring.

The extension of multiple species CDQ-type monitoring to catcher vessds participating in inshore-co-ops
would depend on whether nonpollock groundfish and prohibited species harvest limitations will be monitored
at thesector levd (i.e, all AFA-digiblecatcher vessds, or all AFA catcher vessds participating in any inshore
co-0p), or theco-op leve. If expectations exist to apportion sideboard limitations to different inshore co-ops
and for NMFS to have the capability to monitor these co-op specific limitations, then the monitoring
requirements and standards implemented for the M SCDQ program would need to be extended to the AFA co-
op vessds aswdl. The complexity of database requirements and the regulatory infrastructure necessary to
support multipleinshore co-ops poses concern about the ability of NM FStoimplement suchaprogramintime
for the 2000 pollock A season. In the event NMFS is unable to do so, the management of the 2000 pollock
fisheries would be similar to that experienced in 1999.
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Current recordkeeping and observer coverage requirements for CDQ groups are contained in subpart C of 50
CFR679. Key dementsof theanticipated recordkegping and monitoring requirementsfor AFA catcher vessds
dependent on whether or not harvest limitations are apportioned at the sector or co-op level are summarized

below:

Species Monitoring and management standards

Allocation ] . .
Allocated at leve of multiple co-ops within a Allocated at aggregate levd of digible
sector catcher vessds within a sector

Pollock Under section 210(b)(1), pollock must be allocated If coops are formed, pollock must be
to inshore co-ops if such co-ops are devel oped. monitored and managed at the co-op
Given that all pollock in a directed fishery must be leve, triggering the associated
retained under IR/IU, NMFS expects shoreside monitoring standards described in the
landings of pollock to be representative of catch. At | adjacent column. Even though inshore
a minimum, processors would be required to co-ops may not be formed in any one
maintain and submit separate logbook sheets and year, theinfrastructure must be
WPRs for co-op and non co-op ddiveries of pollock | developed in anticipation that co-ops will
by AFA-digible vessds. Ideally, these new exist. Thus, the additional
reporting requirements would be subsumed under recordkeeping and reporting
new electronic shoreside logbook software being requirements necessary to monitor
developed by NMFS that would provide for multiple co-op specific pollock
documentation of vessd-specific deliveries. allocations must be developed and

implemented by regulation before the

Co-ops members would bejointly and severally opportunity to form co-opsis provided to
responsible for controlling harvest activity so that the inshore sector.
pollock allocations are not exceeded.
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Non-
pollock
groundfish

Establishment of co-op specific harvest limitations
of groundfish would require additional observer
coverage and reporting requirements equivalent to
the monitoring standards established for the
MSCDQ program. These requirements would be as
follows based on current regulations governing the
MSCDQ program:

Requirement for Co-ops: Each co-op would be
required to submit co-op vessd catch reports for
each vessds participating in the coop and fishing

for groundfish. These reports would be submitted to
NMPFS within 7 days after delivery of catch and
would document each co-ops harvesting activity
relative to specified harvest limitations (See
679.5(n)(2)). Co-ops members would be jointly and
severally responsible for controlling harvest activity
so that harvest limitations are not exceeded.

Requirementsfor shoreside processors: Any
processor receiving groundfish from AFA-dligible
catcher vessdls would be required to have an
observer present at all times while AFA-digible
catcher vessds are offloading catch and to submit a
ddivery reports to NMFS withing 24 hours. The
type of information on a ddivery report would be
similar to that required under 679.5(n)(1), and
generally report the identity of the vessd and
species specific landed weight and area of harvest.
In addition, shoreside processors must notify the
observer of the offloading schedule of each
groundfish ddlivery at least 1 hour prior to
offloading to provide the observer an opportunity to
monitor the sorting and weighing of the entire
ddivery.

Requirementsfor catcher vessels> 60 ft LOA:
Catcher vessds over 60 ft LOA would carry
observers 100 percent of the time when fishing for
groundfish and would also (A) retain all groundfish
species, and (B) provide space on the deck of the
vessds for the observer to sort and store catch
samples and a place from which to hang the
observer sampling scale.

Requirementsfor catcher vessels< 60 ft LOA:
Catcher vessdls less than 60 ft LOA may not be
required to carry an observer. However, operators
of catcher vessds less than 60 ft LOA must retain
all groundfish.

Establishment of nonpollock groundfish
harvest limitations for either all AFA-
eigible vessds or only for AFA-digible
vessds that choose to participate in a co-
op would require new recordkeeping and
reporting requirements for any processor
who takes ddlivery of groundfish from
these AFA-digible vessdls.

At a minimum, processors would be
required to maintain and submit
separate logbook sheets and WPRs for
deliveries of groundfish by AFA-dligible
vessds. Ideally, these new reporting
requirements would be subsumed under
new eectronic logbook software being
developed by NMFS that would provide
for documentation of vessd-specific
deliveries.
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Prohibited
species

Requirementsfor shoreside processors. Delivery
reports of prohibited species required, similar to
CDQ reports required at 679.5(n)

Requirementsfor trawl catcher vessels > 60 ft
LOA: (A) Retain all salmon until they are ddivered
to a processor, and (B) retain al halibut and crab in
abin or other location until it is counted and
sampled by an observer.

Requirementsfor catcher vessels< 60 ft LOA.
(A) Retain all salmon until they are delivered to a
processor: (B) All halibut and crab must be
discarded at sea. Operators of catcher vessds using
trawl gear must report the at-sea discards of halibut
or crab on the processor ddlivery report and co-op
catch report.

Observed bycatch rates from AFA
eligible vessds would be used to
extrapolate bycatch estimates for the
AFA-digiblefleet based on new vessd-
specific deliver reports of groundfish for
that fleet.

9.7 Requirements for the Inshore Sector to Repay Federal Loan Under AFA

Section 207 of the American Fisheries Act lays out the parameters under which the inshore sector must repay
the $75 million Federal loan. The actual language from the AFA is included below:

(b) INSHORE FEE SYSTEM.—Notwithstanding therequirements of section 304(d) or 312 of the Magnuson-
SevensAct (16 U.S.C. 1854(d) and 1861a), the Secretary shall establish afeefor the repayment of suchloan
obligation which—
(2) shall besix-tenths (0.6) of one cent for each pound round-weight of all pollock harvested
from the directed fishing allowance under section 206(b)(1); and

(2) shall begin with such pollock harvested on or after January 1, 2000, and continue
without interruption until such loan obligation is fully repaid; and

(3) shall becollected in accordance with section 312(d)(2)(C) of the Magnuson-Stevens Act
(16 U.SC. 1861a(d)(2)(C)) and in accordance with such other conditions as the Secretary
establishes.

Repayment of the loan will commence in the year 2000, whether or not the inshore sector is operating under
cooperatives. However, benefits derived from cooperativeswerelikey envisioned to hel p offset thecost of loan

payments.
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10.0 ALTERNATIVES FOR THE MONITORING AND MANAGEMENT OF
CATCHER/PROCESSORS AND MOTHERSHIPS

On February 4, 1998, NMFS published a final rule establishing performance, technical, operational,
maintenance and testing requirements for scales used to weigh catch  at sea (63 FR 5836). On June 4, 1998,
NMFS published afinal rulethat established therequirements for observer sampling stations and required the
useof scalesand observer sampling stations on specified vessels participating in CDQ fisheries (63 FR 30381).
Further information on the rationale for, and implementation of, the regulations establishing Equipment and
operational reguirements for catch weight measurement is contained in the preambles to the final rules. A
proposed regulatory amendment that would make minor changes to these equipment and operational
requirements is in preparation.

The at-sea scale regulations specify that vessds required to weigh total catch must have two types of NMFS-
approved scales on board: a total-catch weighing scale, and an observer sampling scale. For a scaleto be
approved by NMFS, the manufacturer must apply to NMFS and document that the scale meets the
performance and technical standards, contained in Appendix A to Part 679. Scales that meet these

requirements are placed on the list of NMFS approved scales. NMFS has approved 9 modes of observer-
sampling scales, and 5 models of total-catch weighing scales.

Each scale must be inspected annually by a NMFS authorized inspector. An observer-sampling scale
inspection takesapproximatey 30 minutes, atotal-catch weighing scaletakesthreeto eght hours. Scalesmust
also betested daily by the vessd crew when inuse. The observer-sampling scaleis tested daily by weighing
cast irontest weightsof aknownweight. Inorder to beacceptableto NMFS, the observer-sampling scalemust
be accuratewithin 0.5 percent. Thetotal-catch weighing scaleistested daily by passing at least 400 kg of test
material (ether fish or sand bags) acrossthe scaleand then weghing thetest material onthe observer sampling
scale. Thetotal-catch weighing scale must be accurate within 3 percent when compared against the observer
platform scale. Scales that do not pass the annual inspection or daily test may not be used to weigh catch at-
Sea.

Since July 1, 1998, 39 observer platform scales and 23 total catch weighing scales have been inspected and
approved. During 1998, approved total-catch weighing scales were used in MS-CDQ fisheriesby 6 vessdls
that fished 60 vessd days.

The AFA requiresthe 20 listed catcher/processorsto weigh total catch fromall fisheriesonaNMFS-approved
scale. Catcher/processors that intended to harvest fish under the CDQ program during 1999 wererequired to
start weighing total catch onJanuary 1, 1999. Listed catcher/processorsthat do not intend to harvest fish under
the CDQ program will be required to weigh total catch beginning January 1, 2000.

When an observer sampling stationisrequired, it must be approved by NMFS and meet specificationsfor size,
construction, locationand required equipment. Sampling stationsontrawl catcher/processorsand motherships

must provideaworking areaat least 1.8 mwideby 2.5 mlong near wherethe observer samples unsorted catch.

The station must be equipped with a table, an observer sampling scale, floor grating, adequate lighting and a

water supply. Prior to being used and annually thereafter, the sampling stations must be inspected by NMFS
staff. If requested to do so, NMFS staff will conduct pre-inspections of sampling stations to help the vessd
owners better comply with the regulations. NMFS staff normally require between one and two hours to
conduct a sampling station inspection. To date, NMFS staff have conducted 40 sampling station pre-
inspections and 37 station inspections. The stations on 36 boats have been approved.
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In that the AFA requires the listed catcher/processors to weigh total catch and to carry two observers, the
requirements arevery similar tothosefor trawl catcher/processorsthat participatein CDQ fisheries. However,
the AFA does not require that the listed processors provide an observer sampling station, nor are the 3 listed
motherships required to weigh total catch or carry two observers.

The number of vessds impacted by this action is summarized in Table 10.1

Table 10.1 Number and type of vessds that may be impacted as a result of this action.

Vessd s without Vessdswith

NMFS-approved NMFS-Approved

scales or stations* scales or stations* Total
AFA catcher/processors 8 12 20
AFA motherships 1 2 3
Non AFA trawl catcher/processors 21 9 30

* One of these vessdls has an approved scale but does not have an approved sampling station

10.1  Alternatives for Expanded Scale and Sampling Station Requirements

Alternative 1. (Status Quo) Do not require AFA catcher/processors or motherships to weigh all catch, carry
two observers or provide an observer sampling station.

Alternative 2A . Require AFA listed catcher/processors to weigh all catch, carry two observers and provide
an observer sampling station. Do not expand these requirements to include AFA listed motherships.

Alternative 2B. (Preferred Alternative) Require AFA listed catcher/processors and motherships to weigh all
catch, carry two observers and provide an observer sampling station.

Both alternative 2A and 2B would require AFA-listed catcher/processorsto weigh total catch. Alternative 2B
would require AFA listed mothershipstoweightotal catchaswell. Many of the AFA-listed processors already
have NMFS approved scales, in most cases because they planto participate in CDQ fisheries during 1998.

An approved observer sampling scale costs approximately $7,000 and an approved total-catch weighing scale
costsapproximately $45,000. Past scaleinstallations have, inmany cases, required factory alterations. Most
of these have been done in conjunction with the installation of an observer sampling station. |f a station were
not being installed at the sametime, the cost to reconfigure the factory where needed and install a scalewould
range from O to $10,000.

Vessdsthat arerequired toweigh total catch depend on the continued operation of thescale. If thescalebreaks
down and cannot be repaired, or if the scaleis unableto passthedaily test, the vessd must stop fishing and
return to port. The magnitude of thisimpact would be a function of the frequency of scale breakdowns that
could not be repaired at sea. During pollock A1, there were 11 reported scale problems, 8 of these affected
the scales ability to weigh accuratdy, but only one could not be repaired at sea and was repaired in Dutch
Harbor. If this breakdown rate continues, and arepair trip to Dutch Harbor lasts 3 days, the AFA vessdscan
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expect to lose about 17 days per year. Both manufacturers have been responsive to problems as they develop
and seem to be doing an excdlent job of preventing problem reoccurrence. As boat operators learn how to
operate and maintain the scales, and as manufacturers solve problems, the frequency of scale breakdowns
should decrease.

Vessd operators are required to test the total-catch weighing scales daily. This test can be done either with
fish or an alternative material supplied by the scale manufacturer. Aspart of theoriginal PRA submission for
the scales program, NMFS estimated that this test would require approximately 45 minutes per day. This
estimate appears to be accurate for vessd s testing scales with fish. Those boats that have chosen to use sand
bags have reduced the test time to as little as 10 minutes.

10.2  Expanded Observer Coverage Requirements

All AFA listed C/Ps are currently required to carry at least one observer when fishing off Alaska. Processors
vessds participating in CDQ fisheries and motherships taking ddliveries of pollock from the CVOA during
portions of the B season must also carry two observers. Alternative 2A would require the 20 listed
catcher/processor vessds to carry 2 observers at all times. Based on data from 1998, the 20 listed
catcher/processors carried observers a total of 3,395 days. Assuming that these vessds were carrying two
observers when participating in CDQ fisheries, two observers were carried during 486 of those days and one
observer was carried during theremaining 2,909 days. If 1998 data arereflective of fishing patterns under the
AFA, these vessd's would be expected to require an additional observer during 2,909 days. At an estimated
cost of $250 per observer day, this would cost the AFA catcher/processors $727,250/yr.

The preferred alternativewould requirethe AFA listed mothershipsto carry 2 observersthroughout thefishing

year. Based on datafrom 1998, the 3 listed motherships carried observers atotal of 489 days. Assuming that
these vessdls were carrying two observers throughout the pollock B season and when taking CDQ ddiveries,

the motherships were carrying two observers during 304 of those days and were only carrying one observer
during 185 of those days. If 1998 data are reflective of fishing patterns under the AFA, these vessds would
be expected to require an additional observer during 185 days. At an estimated cost of $250 per observer day,
this would cost the AFA motherships $46,250/yr.

Impacts of the preferred alternative are summarized in Table 10.2
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Table 10.2 Summary of the costs of the preferred alternative for monitoring C/Ps and motherships.

Cost per AFA C/Ps AFA C/Ps AFA
boat with without Mships
scales/stations scales/stations
Platform scale purchase $7,000 0 $56,000 $7,000
Total-catch weighing scale purchase $45,000 0 $360,000 $45,000
Scaleinstallation $0to 0 $40,000 $5,000
$10,000
Observer Sampling station installation | $4,000 to 0 $72,000 $8,000
$12,000
Lost fishing days due to scale failure 0.75 days 17 dayslyr 1.5 days/yr
lost per
100 days
Timefor daily scaletest 0.75 1208 hrslyr 191 hrslyr
hrs/day
Time for annual scale inspection 8 hrslyr 160 hrslyr 24 hrslyr
Time for annual station inspection 7 hrslyr 140 hrslyr 21 hrslyr
Cost of second observer $250/day $727,250/yr $46,250/yr

10.3 Cost to NMFS

The State of Alaska, Division of Measurement Standards has a contract with NMFS to conduct scale
inspections in Dutch Harbor and Seattle. Scale inspections are also conducted by NMFS staff. To date, 23
total-catch weighing scales have been inspected. To date, inspections have cost approximately $2,000 per

inspection.

Based on theses costs, the addition of AFA catcher/processors that do not fish CDQ should

increase the number of scales inspected by about 9 boats, or $18,000/yr. The cost per inspection should be
considerably lower in future years as NMFS gains experience with the program. Observer sampling stations
areinspected by existing NMFS staff and the costs associated with inspecting an additional 10 vessds would

not be expected to be significant.
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11.0 COUNCIL'SPREFERRED ALTERNATIVES

At the June 1999 Council meeting in Kodiak, the Council identified their preferred alternatives for the AFA
harvester sideboard provisions. Preferred alternatives for several other AFA related issues, such as the
determination of inshore pollock catch histories, and clarification of definitions used in the AFA, were also
identified (Section 11.5 contains the actual motion as passed by the Council). This chapter will provide a
description of those alternatives as well as additional information on their impacts. 1n some cases similar
information can be found in other chapters of this document. Other required provisions of the Act, such as
scale and observer requirements, cooperative structures, and crab processing sideboards were not the result
of Council decisions, but were mandated by the AFA itsdf, or were clarified by Council action in October
1999. Adjustmentsto some of the June actions, particularly with regard to sideboard exemptions for catcher
vessds, were made in December 1999.

The Council dected not to finalize ther preferred alternatives for groundfish processing sideboards.
Groundfish processing sideboards will be considered by the Council in April 2000, along with alternatives for
BSAI pollock excessive processing sharecaps.

Two general statements were issued by the Council regarding sideboard harvest caps. The first was a
statement that the Council requested NMFS to manage all fisheries such that sideboard and PSC caps are not
exceeded. Prdiminary information on how NM FSintends to managethe capsis provided later in this chapter.
The second directivewasthat all sideboard calculationsfor groundfish, crab, and scallops be based on the best
estimate of landed catch. Landed catch excludes al catch history where fish were discarded  at-sea. Landed
catch was used for all sideboard cap estimates included in this chapter.

11.1  Catcher/Processor Harvest Sideboards

The Council preferred alternatives for catcher/processor sideboards differs from thosein placefor 1999. For
1999 the catcher/processor sideboards were based on the total catch of all 29 catcher/processors in the non-
pollock target fisheries, and wereexpressed as a percentage of theaggregatetotal allowablecatch for theyears
1995-97. For 2000 and beyond, the sideboards are based on the landed catch of the 29 catcher/processorsin
all target fisheries. Thisalternativedoes not give credit to catcher/processorsfor catch that was discarded, but
they are given credit for the catch of non-pollock species that was retained in pollock target fisheries.

Section 211 of the AFA required the Council to protect non-AFA vessdsfrom adverseimpacts resulting from
BSAI pollock cooperatives. Several methodswereconsideredtolimit the AFA fleat’ sharvest in other fisheries

to meet this mandate. After much debate over several meetings, the Council opted to use landed catch to

represent the catcher/processors’ catch history when determining sideboards. Obviously, using landed catch

will result in smaller sideboard caps than had total catch been used. Using landed catch may also affect the
number of directed fisheriesthat NMFSwill open to the catcher/processor flet. However, thiswill only occur
in cases wherethe amount of a speciesthat was discarded by the AFA catcher/processorswould have provided
enough additional history such that NM FS would deem the amount adequate to open adirected fishery for that

Species.

The Council also fdt that giving catch history credit for discarded fish would not set a good precedent. The
M agnuson-Stevens Act mandates that the Council work towards reducing discards. This subject was debated
as the Council made their final decision. Some members of the Council argued that discards may increase if
the AFA vessd’ s sideboard caps werereduced. They basically argued that the AFA fleet had lower discard
rates than the non-AFA fleet which would have increased TAC at ther disposal under this alternative.
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However, other members of the Council argued that discardswould decrease. Table11.1 showsacomparison
of thediscard rates of the AFA and non-AFA catcher/processor trawl flegts. The AFA catcher/processorshave
lower discard rates for most of the species in which they will likdy have directed fisheries. AFA

catcher/processors generally have higher discard rates for species that will not be open to directed fishing.

Because of thefisheries that will be open to directed fishing and NM FS management of AFA sideboards, it is
likely that discards will not increase, and may decrease under this sideboard system.

The catcher/processors will still have directed fisheries for species that they were targeting in the past, even
though theamount they will beallowed to catch under acap will bereduced. Table11.1 showsthat the Pacific
cod sideboards will be reduced by 28 percent, ydlowfin sole 20 percent, rock sole 65 percent, and flat head
sole 74 percent, relativeto using total catch. The Atka mackerd fisheriesin the Aleutian Iands areas will be
based on theformulaoutlined inthe AFA, solanded catch will not be used to determine sideboard capsin those
fisheries. Thehigher historic discard ratesintheather flatfish and rock solefisheries may reducethesideboard
caps to a levd that would not support a directed fishery. It is also likdy that they will not have directed
fisheries for other species they harvested, but mostly discarded in the years 1995-97.

Table11.1: Trawl Catcher/Processor Discard Rates in BS/Al, 1995-97

Catcher/processors
Species - Area AFA Non-AFA
Atka Mackerd - Central Aleutian Islands 3% 19%
Atka Mackerd - Eastern Aleutian Islands 78% 13%
Atka Mackerd - Western Aleutian Islands 5% 17%
Arrowtooth Flounder - Bering Sea and Aleutian Islands 97% 90%
Other Flatfish - Bering Sea and Aleutian Islands 74% 69%
Flathead Sole - Bering Sea and Aleutian Islands 74% 33%
Greenland Turbot - Aleutian I1slands 30% 13%
Greenland Turbot - Bering Sea 54% 18%
Other Species - Bering Sea and Aleutian Islands 90% 99%
Pacific Cod (Trawl Gear, Catcher Processor Vessels) - BSAI 28% 30%
Pacific Ocean Perch - Aleutian Islands 43% 15%
Pacific Ocean Perch - Bering Sea 87% 12%
Pacific Ocean Perch - Central Aleutian Islands 97% 18%
Pacific Ocean Perch - Eastern Aleutian Islands 62% 16%
Pacific Ocean Perch - Western Aleutian Islands 65% 18%
Other Rockfish - Aleutian Islands 82% 55%
Other Rockfish - Bering Sea 90% 58%
Rock Sole - Bering Sea and Aleutian Islands 65% 53%
Sablefish (Trawl Gear) - Aleutian Islands 61% 21%
Sablefish (Trawl Gear) - Bering Sea 10% 9%
Sharpchin/Northern Rockfish - Aleutian Islands 92% 69%
Squid - Bering Sea and Aleutian Islands 92% 70%
Shortraker/Rougheye Rockfish - Aleutian Islands 44% 17%
Other Red Rockfish - Bering Sea 96% 26%
Yedlowfin Sole - Bering Sea and Aleutian Islands 20% 22%

Source NMFS Blend data for 1995-97.
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Reductions® in net revenuesto these vessds caused by changes in sideboard caps cannot be determined with
the data currently available. However, given the discard rates of species taken as bycatch, the revenue losses
will likely result from reductions in the sideboard caps in the Pacific cod, yelowfin sole, rock sole, and flat
head sole harvests. Any revenuelosses by this group of vessdswould be offset by gains by non-AFA vessdls,
in an overall context. Thisassumes that the Non-AFA vessaswould retain these” extra” fish at thesamerate,
or higher, than the AFA fleet would have,

Several other alternatives were considered by the Council to represent the catcher/processor flegts' historic
participation in the BSAI groundfish fisheries. These alternatives are described in Chapter 6.

11.1.1 Estimates of Catcher/Processor Sideboards

Estimates of the catcher/processor sideboard amounts are provided in Table 11.2. Information on the total
catch of these species, which includes catch that was discarded, can be found in Table 6.2 of Chapter 6, but
isalso repeated here. Table 11.2 showsthat for some species (many of the flatfish species and squid aregood
examples) the amount of catch that was landed is quite small when compared to thetotal catch.

Estimates of the value of these fisheries were also provided in Table 11.2. Those estimates, based on 1997
prices, indicate that the caps would be valued at about $13 million ex-vessd. This value underestimates the
total value of these fish to catcher/processors because the value they add to the fish through processing is not
included. On the other hand, it is unlikely that all of these fish would be processed. Determining what
proportion would be processed is difficult, especially given the structural changes in the pollock fishery.
Therefore, an attempt to estimate first wholesale value will not be included..

Based on these cap levels, it islikdy that NMFS will only open directed fisheries for Atka mackerd, Pacific
cod, andydlowfinsole. Perhapsdirected fisherieswill beopened for flathead sole, rock sole, and other flatfish.

It is unlikely that there is an sufficient amount of any other speciesto open a directed fishery. However, the
actual directed fisherieswill not be determined until NMFS estimates the year 2000 sideboard amounts. Once
that estimateis made, NMFS will calculate bycatch needs for other fisheries, and if an adequate amount of a
species is |eft over, a directed fishery for that remainder can be opened. Fisheries will not be opened if the
entire sideboard cap is expected to be harvested as bycatch in other directed fisheries.

3Note that these are only “potential” revenue changes, since these fish were not previously retained, when doing so was an
option. The decision to “retain” or “discard” in the future, in the absence of this proposed action, would have turned on
market and operational decisions which we have more way of assessing. It seems “unlikely” that 100% of the fish
voluntarily discarded historically, would not be “retained”, if the action so allowed. So the “potential” revenuelossis
certainly less that the equivalent value of the (now) foregone bycatch of these species. It does not necessarily follow,
however, that the reductions in “retainable’ bycatch in the afa sector will translate into equivalent “ gains’ in retained
catch in the non-afa sector. This seems to be so because, 1) the afa boats will still bycatch (but may not retain) some of
this fish, and 2) the non-afa boats were discarding these species at generally higher rates than the afa operations, before
this action.
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Table 11.2:  Estimates of Catcher/Processor Groundfish Sideboards Resulting from the Council's Preferred
Alternative (Landed Catch/TAC).

Years 1995-97 Estimated
Cap (mt) | Ex-
Landed Based on | Vessd

Available Total Landed Catch/ | 1999 1999 Price | Vaue($
Species/Area TAC Groupings TAC Caich Caich TAC [ TAC TAC | ($/Lb) [ Millions)
Atka Mackerd - Central Al* 103,100 23,138 22,543 11.5%| 10,360 1,191| $0.05 $0.14
Atka Mackerd - Eastern Al 55,200 803 177  0.3%| 7,784 25| $0.05 $0.00
Atka Mackerd - Western Al* 94,557 9,636 8,991 20.0%| 12,487 2,497 $0.05 $0.29
Arrowtooth Flounder - BSAI 36,873 2,688 76  0.2%]114,201 237 $0.04 $0.02
Other Flatfish - BSAI 92,428 12,607 3,243  3.5%] 130,900 4,593 ( $0.09 $0.91
Flathead Sole- BSAI 87,975 7,435 1,925 2.2%| 65,705 1438| $0.13 $0.40
Greenland Turbot - Al 6,839 33 23 0.3%| 2,525 8| $0.28 $0.00
Greenland Turbot - BS 16,911 265 121 0.7%| 5,126 37| $0.28 $0.02
Other Species - BSAI 65,925 5,599 553  0.8%]| 27,931 234 $0.03 $0.01
P. Cod (C/Ps)-BSAI (97 only) 51,450 17,205 12,424 24.1%| 38,475 9,290 $0.21 $4.30
POP - Bering Sea 5,760 91 12 0.2%| 1,190 2| $0.07 $0.00
POP - Central Al (96 & 97 only) 6,195 112 3 0.0%| 3,561 2| $0.07 $0.00
POP - Eastern Al (96 & 97 only) 6,265 141 53  0.9%| 3,173 27| $0.07 $0.00
POP - Western Al (96 & 97 only) 12,440 356 126  1.0%| 5,753 58| $0.07 $0.01
Other Rockfish - Al 1,924 97 18 0.9% 583 5 $047 $0.01
Other Rockfish - BS 1,026 47 5 04% 314 1| $0.47 $0.00
Rock Sole- BSAI 202,107 17,888 6,317  3.1%| 102,000 3,188 $0.15 $1.03
Sablefish (Trawl Gear) - Al 1,135 0 0 0.0% 293 0| $177 $0.00
Sablefish (Trawl Gear) - BS 1,736 9 8 0.4% 569 3| 177 $0.01
Sharpchin/Northern Rockfish-Al 13,254 1,034 83  0.6%| 3,913 25| $0.23 $0.01
Squid - BSAI 3,670 877 73 2.0%| 1,675 33| $0.04 $0.00
Shortraker/RougheyeRockfish-Al 2,827 75 42 15% 625 9| $0.23 $0.00
Other Red Rockfish - BS 3,034 174 8 0.3% 227 1| $0.23 $0.00
Ydlowfin Sole- BSAI 527,000 125,010 100,192 19.0%|176,783] 33,610] $0.08 $5.78
* Atka mackerd percentages defined in the AFA areincluded as opposed to the historic catch ratio
Sourcel NMFS Blend data 1995-97 for catch and 1997 PACFIN reports for ex-vesse prices (the most recent year
currently available.

11.1.2 Management of Catcher/Processor Sideboards

Though the final regulations have not yet been drafted, it is likely that NMFS will manage the caps through
directed fishery closures. NMFS will evaluate the cap amounts at the start of the fishing season to determine
if adequate amounts of a species are available for a directed fishery. Should NMFS determine that sufficient
amounts are not available, then the directed fisheries for those species will closed for the entire year. If a
sufficient amount of a species is available to the catcher/processor flegt, a directed fishery for that species
would beopened. Oncetheportion of acap to beharvestedin adirected fishery isreached, thedirected fishery

for that specieswill beclosed. Directed fishery limits might be considered “ hard’ caps, in that when reached

they close a directed fishery. Species caught as bycatch, and not part of a AFA catcher/processor directed
fishery, will likdy be managed as “soft” caps, meaning that reaching a sideboard cap for a bycatch species
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(such as squid) in adirected fishery (such as pollock) would not closethe directed fishery, so long as no other
overfishing levels were reached for the species taken as bycatch.

NMFSis considering managing the sideboard fisheries in the above manner to prevent closures of all directed
fisheries after reaching one of the small sideboard caps. Squid taken asbycatch in the pollock fishery isagood
example, but other species may also shut down the directed groundfish fisheries if reaching a bycatch species
cap closes a directed fishery. According to Table 11.2, about 290 mt of squid were taken annually in the
pollock fishery between 1995-97. Our estimate of the catcher/processors squid cap is 33 mt, based on 1999
TACs. Assuming that al of the squid is taken in the pollock fishery and similar squid bycatch rates continue
into the future, only about 35 percent of the catcher/processors’ pollock allocation would be harvested before
they reach their squid cap. However, given the current understanding of how NMFS intends to manage the
fishery, reaching the cap of 33 mt. would not close the directed pollock fishery or any other directed fisheries
where squid is taken as bycatch by the AFA catcher/processor flegt. Instead NMFS would not open adirected
fishery for squid at the beginning of the year, because insufficient amounts of that species would be available.
Not opening a directed fishery for squid will have little economic impact on the fleet, because, at present,
market conditions have not lead to the development of directed fishery for squid in the BSAL.

11.1.3 Catcher/Processor PSC Sideboard Caps

Total PSC capfor listed vessd swill beestablished based on the percentage of PSC removalsinthenon-pollock
groundfish fisheries during 1995, 96, and 97. This information was presented in Table 6.13, and is how the
AFA catcher processor fleet’s PSC bycatch amounts were calculated for 1999. According to estimates
published by NMFS in the March 11, 1999 Federal Register, the AFA catcher/processors will be capped at
8.4 percent of the halibut PSC availableto trawl vessds, 1.2 percent of theherring, 0.7 percent of thered king
crab, 15.3 percent of the C. opilio crab, 14.0 percent of thezone 1 C. bairdi crab, and 5.0 percent of the zone
2 C. bairdi crab. These percentages will be multiplied by the 2000 and beyond trawl PSC caps to determine
the amount of each PSC speciesthat the AFA catcher/processors will be allowed to harvest in the non-pollock
target fisheries. If theoverall trawl PSC caps are not reduced substantially in futureyears, these PSC bycatch
amounts should allow the AFA catcher/processors to harvest their directed fishery allocations, sincethey are
based on the historical catch rates.

The Council also provided the following direction on management of the PSC caps:

1 The Council requested that NM FS manage the PSC sideboard caps to allow for directed fishing of
non-pollock species such that the total PSC removals do not exceed the PSC caps.

2. Thelistedvessds' PSC capswill not beapportioned by fishery and will bemanaged under open access
season apportionment closures.

Additional information on the management of the PSC caps can be found in the proposed rule for this
amendment package.

11.1.4 Catcher/Processor Sideboard Summary
The Council’s preferred alternative does not change the PSC sideboard caps from thosein place for the 1999

fishing year. Catcher/processorswill continueto be capped at the same percentage of each futureyear’s PSC
alotments, asthey werein1999. Giventhat they wereableto successfully conduct their non-pollock fisheries
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in 1999, they should have adegquate amounts of PSC speciesin future years, so long as the overall PSC caps
are not reduced by a significant amount.

Groundfish sideboard caps are based on landed catch in al target fisheries under the Council’s preferred
aternative. The 1999 groundfish sideboard caps were based on total catch in the non-pollock target fisheries.
Using the 1999 TACs, the reduction in sideboard caps would be 12,555 mt. of other flatfish, 7,580 mt. of
ydlowfin sole, 4,258 mt. of rock sole, and 829 mit. of Pacific cod. These reductions may result in NMFS not
opening directed fisheries for other flatfish and rock sole.

11.2  Catcher Vessd Harvest Sideboards

Catcher vessdsthat are AFA digible are subject to harvest limitsreferred to in this analysis as “ sideboards’.
Sideboard limits have been constructed based on the historic catch of AFA digiblecatcher vessesinthe BSAI
groundfish fisheries (excluding pollock which was allocated under the AFA), GOA groundfish, BSAI crab
species, and the scallop fisheries which are managed under the Council’ s Fishery Management Plans.

Some vessels ar e exempted from certain sdeboard limits. The Council also expressed their intent that
vesselsnot be allowed toleasetheir BSAI pallock if they fish in the GOA and are exempt from the GOA
sideboard provisions.

11.2.1 Crab Sideboards

Crab Sideboards shall apply to all AFA vessds regardless of whether they join a cooperative or not. The
Council considered exempting AFA digible catcher vessds that did not join a cooperative from the crab

sideboard caps, but ultimately decided that they should apply to all AFA digible catcher vessds. This will

ensure that vessdls benefitting from the AFA will berestricted by sideboards. However the catcher vessd sthat
have smaller pollock catch histories, and therefore may be less inclined to join a cooperative, will be most

adversdy impacted by this decision. That being said, thereis no way to determine which vessds would have
joined a cooperative if they had not been bound by the sideboards. Severa factors, including internal

cooperative negotiations on pollock harvest amounts and the compensation for pollock ddivered to

catcher/processors would impact that decision.

AFA sideboard provisions also prohibit the sale, lease, transfer or stacking of crab LLP licenses or
endorsements by AFA-digible catcher vessds. The Council intended this provision to limit the use of crab
licenses earned on AFA catcher vessdls, and provide additional protectionfor thenon-AFA crab flegt. Without
this restriction the AFA vessds would have had the opportunity to sdl their license package and obtain a
groundfish only license. The crab portion of their old license, if sold to a non-AFA vessd, would then have
been allowed to fish crab outside of the sideboard restrictions. Allowing these types of transfers could have
potentially increased effort in the crab fisheries contrary to the intent of the AFA.

11.2.1.1 Bristol Bay Red King Crab (BBRKC)

AFA catcher vessdsthat hold a BBRK C endorsement shall be capped at ther five-year (91-97, excluding 94-

95) weighted average share of that fishery. Thesideboard cap will be calculated by summing the AFA catcher

vessd's total catch during the five qualifying years and dividing that amount by the total catch of BBRKC

during those years. Based on ADF& G fishticket data, the total amount of BBRKC harvested by the AFA
vessdls during the five qualifying years was about 4.8 million pounds. The total catch of all vessds during

those years was about 37.7 million pounds. The 41 qualified AFA catcher vessds would be capped at
approximatdy 12.8 percent of each future year’s pre-season BBRKC GHL, based on these catch rates.
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The GHL for the 1998 BBRK C fishery was 16.4 million pounds. If this GHL level was maintained in the
future, the AFA fleet would be capped at about 2.1 million pounds. At the $2.60 per pound reported by
ADF&G (from ADF& G commercial fisheries web page, August 27, 1999) for the 1998 fishing season, that
equates to about $5.5 million.

ADF& G intends to manage the AFA vessds based on the aggregate cap equally apportioned to each vessd.
Specifically, they intend to set a trip limit for each vessd equal to the AFA sideboard cap divided by the
number of AFA vessds registered to participate in the BBRKC fishery that year. Based on data presented
earlier, thetrip limit would be about 51,000 pounds or about $135,000 per vessd. A trip limit of that amount
is more than the average vessd harvests in the years 1996 (42,000 pounds and $109,000) or 1997 (33,000
pounds and $86,000). Equal trip limitswill easethein-season management burden on ADF& G, and will allow
each vessd to know prior to fishing how much crab they are allowed to harvest. Specific measures dedling
with overages and other management issues are still being developed, and cannot be reported at this time.

11.2.1.2 C. opilio Crab

AFA digible catcher vessdswhich arealso LLP qualified for a Tanner crab endorsement may participatein
the BSAI C. opilio crab fishery if they harvested opilio crab in morethan 3 of the 10 years (88-97). If avessd
did fish for opilio crab in at least four years they are digible to participate in that fishery without further
restrictions on the amount of apilio crab they can harvest in ayear. Preiminary estimates indicate that five
AFA catcher vessds fished at least four years in the opilio fishery, and are therefore allowed to continue
participating in that fishery under the AFA sideboard restrictions. Appendix 111 to this document contains a
separate analysistitled “ Economic Reliance on Crab by AFA Section 208 Crossover Vessds: Implicationsfor
Sideboards,” which was prepared under contract to Dr. Scott Matulich of Washington State University. That
report details the activities of vessdlsin thethree magjor crab fisheries (opilio, bairdi, and Bristol Bay red king
crab) over 10 years (1988-97) with particular emphasis on the*“ crossover” vessds, i.e., thosewhich are AFA
qualified and also crab LLP qualified. The Council reviewed that information and considered the participation
patterns therein in structuring sideboards for all crab fisheries.

11.21.3 C. bairdi Crab

Sideboard restrictionson the C. bairdi crab fishery excludes AFA qualified vessdsthat receivean LLP Tanner
crab endorsement from participating in the directed bairdi fishery, unless they had catch history in the bairdi
fishery in 1995 or 1996. If digible, these vessds will be allowed to participate in the fishery only after the
bairdi rebuilding goal isreached. Prdiminary dataindicatesthat 21 vessdswould qualify to participateinthe
directed bairdi fishery based on their 1995 and 1996 history. These vesses will be capped at their aggregate
historic catch levels based ontheyears 1995-96. Initial estimatesindicatethat the AFA catcher vessdswould
belimited to about 6.5 percent of the pre-season GHL oncethefishery isrebuilt. Thetimeframefor rebuilding
this stock isdifficult to predict. However therebuilding plan outlined in Amendment 11 to theBSAI crab FMP
indicates that a reasonable rebuilding period to meet the minimum stock size threshold may bein the range of
the years 2005 to 2010 (NPFMC, 1999%). Thistimeframeisafter thecurrent version of the AFA is scheduled

“North Pacific Fishery Management Council (NPFMC). 1999. A Rebuilding Plan for the Bering Sea C. bairdi Stock.
Environmental Assessment/Regulatory Impact Review/Initial Regulatory Flexibility Analysis for proposed Amendment 11
to the Fishery Management Plan for the King and Tanner Crab Fisheries in the Bering Sea/Aleutian I1slands and a
regulatory amendment to the Bering Sea/Aleutian 1slands Groundfish Fishery Management Plan. North Pacific Fishery
Management Council, Anchorage, AK.
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to expire, meaning it is likely that there will be no fishing for bairdi by any vessds prior to the expiration of
the AFA on December 31, 2004.

AFA catcher vessdswhich hold an LLP Tanner crab endorsement  may retain bycatch of bairdi, if retaining
bairdi bycatchis allowed inthe BBRKC fishery. Allowing the BBRKC vessdsto retain bycatch amounts of
bairdi has occurred in past years, when the fisheries were opened ssimultaneously. Such a provision will help
reduce the amounts of bairdi crab that are discarded.

11.2.1.4 St. Matthew Blue King Crab

AFA vessdswhich hold a LLP endorsement for the St. Matthews king crab fishery, and had alanding in that
fishery in 1995, 96 or 97, may participatein that fishery under the AFA sideboard restrictions. Only onevessd
participated in St. Matthew blueking crab fishery inany of thethreequalifying years. Becauseonly onevessd
is qualified, the catch history of that vessel cannot be reported under current confidentiality requirements.

11.2.15 Pribilof Red and Blue King Crab

AFA catcher vessds which hold an LL P endorsement for the Pribilof king crab fishery, and had alanding in
that fishery in 1995, 96 or 97, may participate in that fishery under the AFA sideboard restrictions. Initial
information indicates that four vessdswill qualify to participatein thisfishery under AFA sideboards. These
vessds will be allowed to harvest about 1.2 percent of the combined pre-season GHLSs, according to
prdiminary information. Thiswould result inthefour digiblevessdsinthe AFA fleat being capped at 15,600
pounds ($32,700), based on the 1998 GHL and ex-vessd prices. On average the vessds participating in the
Pribilof king crab fisheries averaged 17,200 poundsin 1996 and 23,900 poundsin 1997. If the 15,600 pound
cap wereequally divided it would result in each vessd s taking 3,900 pounds ($8,150), or about one-fifth what
the average vessd harvested in the 1996 and 1997 fisheries. Thisisaloss of about $42,000 for AFA catcher
vessds, however, that revenue will be redistributed to the Non-AFA crab vessds.

11.2.1.6 Aleutian Islands Red and Brown King Crab

An LLP and AFA qualified catcher vessd which had alanding in thelast two  years the Aleutian Ilands red
king crab and brown crab fisherieswere open may participateinthosefisheries. Accordingto prdiminary data
no AFA vessds met thiscriteria, and therefore, no AFA vessdswill beallowed to participatein thesefisheries
under the sideboard restrictions.

11.2.2 Scallop Sideboards

Measures restricting AFA catcher vessds, which participate in a cooperative, to their aggregate traditional
harvest in the scallop fishery were developed by the Council. The groundfish and crab sideboards applied to
all vessds regardless of whether they participated in a cooperative. 1t was assumed that scallop sideboards
applied only to vessdsthat did join a cooperative because participation in a cooperative was explicitly defined
by the Council.

Participation in a cooperative is defined as any use of a vessd’s catch history by a cooperative, whether by
direct harvest, lease, sale, or stacking of quota. The preferred aternative would limit the one AFA catcher
vessd that also participated in the scallop fishery to the 3.33 percent of the upper end of the statewide GHL.
That percentage will be multiplied by the upper end of the state-wide guiddine harvest levd, infuture years,
to determine the actual amount of scallops it will be allowed to harvest under a cap. A projected 1,200,000
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pound GHL would result in the vessdl being capped at 41,292 pounds. At an ex-vessd value of $5.50 per
pound (1998 average from ADF& G web site), this equates to a cap of about $227,000 for the scallop vessd.

11.2.3 Bering Seaand Aleutian Islands Catcher Vessd Sideboards

Separate groundfish sideboard structuresweredeveloped for theBSAI and GOA. Thissection of thedocument
will focusonthe Council’ s preferred alternativesfor the BSAI. Discussions of the GOA sideboard restrictions
will follow in the next section.

11.23.1 BSAI Groundfish Sideboard Caps

BSAI sideboards shall be based on the AFA catcher vessd’ s catch history from 1995-97 (except Pacific cod
which will be based on 1997 only and POP which is based on 1996-97). Sideboards will include non-pollock
catch history in both the pollock and non-pollock target fisheries. Theharvest will then beexpressed asaratio
of the AFA vessds' catch to thetotal amount of TAC availablethoseyears. Theresulting percentage will be
multiplied by the TAC' s set in future years to determine the actual amount of each sideboard species that can
be harvested under the caps.

The Council recommends NM FS to determine the bycatch needs for the pollock and non-pollock fisheriesand

allow for directed fishing of non-pollock target species such that the total catch of those species should not
exceed the sideboard caps. A discussion of how NMFS intends to manage the caps was provided in the
catcher/processor section of this chapter.

The Council intended that catcher vessd sideboard caps apply to all AFA vessds digible under sections
208(a)-(c) of the Act regardless of participation in a cooperative. Any vessd determined by NMFS to be
digible to participate in a cooperative will be bound by the sideboard caps outlined by the Council, if
implemented by the Secretary of Commerce. TheCouncil considered applying these capsonly tovessd swhich
participate inacooperative. However, the Council felt that based onthedirection giveninsection 211(c)(1)(A)
of the Act, which states that the Council shall recommend measures to “ prevent the catcher vessds digible
under subsections (@), (b), and (c) of section 208 from exceeding in the aggregate thetraditional harvest levels
of such vessdls in other fisheries under the authority of the North Pacific Council as a result of fishery
cooperatives in the directed pollock fishery...”, they should apply the sideboardsto all digible catcher vessds
to afford protection to the non-AFA digible vessdls. A discussion of thisissue in chapter 7 concludes this
decision will likely havethe greatest impact on catcher vessdsthat had smaller pollock catches and were more
diversified into other fisheries. To mitigate some of the impacts on these vessds the Council provided an
exemption to the Pacific cod sideboard cap for catcher vessds <125' LOA that had less than 1,700 mt. of
annual pollock history and made at least 30 Pacific cod landingsin the BSAI from 1995-97. However, under
NMFS' proposed implementation plan, vessds which ‘opt out’ of the BSAI pollock fishery entirely (i.e, do
not apply for an AFA permit) would not be subject to the sideboards. Sideboard exemptions will be discussed
in greater detail later in this section and in the Regulatory Flexibility Act section of the document.

Sideboard caps shall be applied at the AFA catcher vessd sector leve (inshore ddlivery vessds, mothership
ddivery vessds, and catcher vesselsthat ddliver to catcher/processors) in 2000. However, NM FS shall publish
the proportion of the cap represented by the aggregate catch history of the vessdls in each cooperative, and
facilitate the formation of an inter-cooperative agreement to monitor the subdivision of the caps at the
cooperative level. NMFS shall also require each cooperative agreement to contain provisions that would limit

its participants to ther collective 1995-97 harvest in other fisheries.
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Members of industry realized that NM FSis not in a position to monitor sideboard caps at the cooperativelevel
in theyear 2000, but requested that information on the cooperativeleve sideboards be published so they could
monitor and enforce caps at that level themsdves. The inter-cooperative agreement may enable the inshore
cooperatives to better rationalize their participation in harvesting sideboard species for which  they will have
directed fisheries, such as Pacific cod.

Sideboard caps will apply throughout the year, except for two specific exemptions. Thefirst exemption lifts
the Pacific cod sideboard cap for vessds participating in the mothership sector on March 1 of each year. The
second exemption applies to catcher vessds less than 125' LOA with less than 1,700 mt. of annual average
landed poallock catch history and at least 30 Pacific cod landings from 1995-97. Thesevessdls shall be exempt
from the catcher vessd trawl Pacific cod sideboard cap throughout the entire year inthe BSAI. Catch history
of vessdsthat areexempt from the sideboardswill not beincluded when cal culating theoverall sideboard caps,
and their catch will not accrue against the cap when determining when the cap.

Tables11.3through 11.5b represent estimates of the catcher vessd sideboardsintermsof historic landed catch

from 1995-97, the percentage of landed catch rdativeto TAC, an estimate of future sideboards amounts based
onthe1999 ITACs, and an estimate of theex-vessd value of those amounts, respectively. Thesetables do not
include catch of Pacific cod by the vessd's exempted from the Pacific cod cap. So, theentire Pacific cod catch
history of vessdls landing less than 1,700 mt. pollock annually and the catch of catcher vessels delivering to

motherships after March 1, have been excluded.

Ex-vessd value estimates reported in Table 11.5b indicate that if the catcher vessds harvested, retained, and
sold al of the sideboard caps they were projected to be issued in Table 11.5a, they would generate $17.7
million per year. This estimate assumes that the catcher vessds would not have any discards and they could
market all of their catch. These assumptions are unlikdy to occur. Therefore, the ex-vessd value estimates
likely overstate the amount of revenue that will be generated from the sideboard species.
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Table11.3: Landed Catch of Non-Exempt* AFA Catcher VesselsintheBering Seaand Aleutian Idands
(1995-97)

All Fisheries
Ccv CVto CVto

Inshore IN/MS MS CVtoCP | All Vessds
Species by TAC Grouping (0CVs) (11CVs) (10Cvs) (7CVs) | (118CVy9
Atka Mackerd - Central Al 15 2 - - 17
Atka Mackerd - Eastern Al 154 10 1 6 171
Atka Mackerd - Western Al - - - - -
Arrowtooth Flounder - BSAI 1,361 302 221 267 2,151
Other Flatfish - BSAI 4,344 481 47 283 5,155
Flathead Sole - BSAI 3,088 490 346 388 4,312
Greenland Turbot - Aleutian Islands 4 - - 10 14
Greenland Turbot - Bering Sea 609 23 9 44 685
Other Species - BSAI 1,209 254 144 260 1,867
Pacific Cod (Fixed Gear) - BSAI 50 13 - 195 258
* P. Cod (Trawl CVs)-BSAI (97 only) 36,040 3,820 2,618 5,242 47,721
Pacific Ocean Perch - Bering Sea 537 24 16 9 586
* POP - Central Al (96-97 only) 7 - - - 7
* POP - Eastern Al (96-97 only) 27 - - 3 30
*POP - Western Al (96-97 only) - - - - -
Other Rockfish - Aleutian I1slands 1 1 - 4 6
Other Rockfish - Bering Sea 30 2 1 6 39
Rock Sole - BSAI 3,174 879 387 734 5,174
Sablefish (Trawl Gear) - Aleutian I1slands 64 1 - 4 69
Sablefish (Trawl Gear) - Bering Sea 1 - - - 1
Sharpchin/Northern Rockfish - Al 1 12 - 6 19
Squid - Bering Seaand Aleutian ISlands 1,339 53 20 14 1,426
Shortraker/Rougheye Rockfish - Al 3 - - - 3
Other Red Rockfish - Bering Sea 57 13 4 11 85
Ydlowfin Sole- BSAI 31,295 4,283 994 935 37,507
Source: Alaska Department of Fishand Gamefishticket datafor inshoreddiveries; National MarineFisheries
Service observer data for at-sea ddliveries.
* Denotes TAC groups that do not extend throughout entire time period.
! The Pacific cod catch history from vessds with less than 1,700 mt. of annual averagelanded pollock catch
and at least 30 BSAI Pacific cod landingsfrom 1995-97 areexcluded fromthistable, becausethey areexempt
from the Pacific cod sideboard cap.
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Table 11.4 Percent of TAC that was L anded by Non-Exempt! AFA Catcher Vesselsin the Bering Sea
and Aleutian | dands (1995-97)

All Fisheries
Ccv CVto CVto

Inshore IN/MS CVtoMS CP | Total Catch
Species by TAC Grouping (0CVs) (11Cvy) (10 Cvs) (7CVs) | (118CVy)
Atka Mackerd - Central Al 0.01% - - - 0.01%
Atka Mackerd - Eastern Al 0.28% 0.02% - 0.01% 0.31%
Atka Mackerd - Western Al - - - - -
Arrowtooth Flounder - BSAI 3.69% 0.82% 0.60% 0.72% 5.83%
Other Flatfish - BSAI 4.70% 0.46% 011% 0.31% 5.58%
Flathead Sole - BSAI 3.51% 0.56% 0.39% 0.44% 4.90%
Greenland Turbot - Aleutian ISlands | 0.06% - - 0.15% 0.21%
Greenland Turbot - Bering Sea 3.60% 0.14% 0.05%  0.26% 4.05%
Other Species - BSAI 1.83% 0.39% 0.22% 0.39% 2.83%
Pacific Cod (Fixed Gear) - BSAI 0.01% - - 0.05% 0.06%
* P.Cod (Trawl CVs)-BSAI (97 only) | 55.06% 5.84% 4.00% 8.01% 72.91%
Pacific Ocean Perch - Bering Sea 9.32% 0.42% 0.28% 0.16% 10.18%
* POP - Central Al (96-97 only) 0.11% - - - 0.11%
*POP - Eastern Al (96-97 only) 0.43% - - 0.05% 0.48%
*POP - Western Al (96-97 only) - - - - -
Other Rockfish - Aleutian 1dlands 0.05% 0.05% - 0.21% 0.31%
Other Rockfish - Bering Sea 2.92% 0.19% 0.10% 0.58% 3.79%
Rock Sole - BSAI 1.57% 0.43% 0.19% 0.36% 2.55%
Sablefish (Trawl Gear) - Al 5.64% 0.09% - 0.35% 6.08%
Sablefish (Trawl Gear) - Bering Sea |0.06% - - - 0.06%
Sharpchin/Northern Rockfish - Al 0.01% 0.09% - 0.05% 0.15%
Squid - BSAI 36.49% 1.44% 0.54% 0.38% 38.85%
Shortraker/Rougheye Rockfish - Al 10.11% - - - 0.11%
Other Red Rockfish - Bering Sea 1.88% 0.43% 0.13% 0.36% 2.80%
Ydlowfin Sole- BSAI 5.94% 0.81% 0.19% 0.18% 7.12%

Sources. Alaska Department of Fish and Game fish ticket data for inshore deliveries; National Marine
Fisheries Service observer data for ddiveries at-sea.

* Denotes TAC groups that do not extend throughout entire time period.

! The Pacific cod catch history from vessds with less than 1,700 mt. of annual averagelanded pollock catch
and at least 30 BSAI Pacific cod landingsfrom 1995-97 areexcluded fromthistable, becausethey areexempt
from the Pacific cod sideboard cap.
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Table11.5a: Catcher Vessel Sideboard Estimatesin theBering Seaand Aleutian | andsBased on 1999
ITACsPublished in the March 11, 1999 Federal Register.

All Fisheries
Ccv CVto CVto All

Inshore IN/MS CVtoMS CP Fisheries
Species by TAC Grouping (90CVs) (11Cvys) (10 Cvs) (7CVs) | (118 CVy9)
Atka Mackerd - Central Al 2 - - - 2
Atka Mackerd - Eastern Al 77 5 - 2 84
Atka Mackerd - Western Al - - - - -
Arrowtooth Flounder - BSAI 4,214 936 685 822 6,658
Other Flatfish - BSAI 6,152 602 144 406 7,304
Flathead Sole - BSAI 2,306 368 256 289 3,220
Greenland Turbot - Al 2 - - 4 6
Greenland Turbot - Bering Sea 185 7 3 13 208
Other Species - BSAI 511 109 61 109 790
Pacific Cod (Fixed Gear) - BSAI 8 - - 42 50
*P. Cod (Trawl CVs)-BSAI (97 only) 21,184 2,247 1539 3,082 28,052
Pacific Ocean Perch - Bering Sea 111 5 3 2 121
* POP - Central Al (96-97 only) 4 - - - 4
* POP - Eastern Al (96-97 only) 13 - - 1 14
* POP - Western Al (96-97 only) - - - - -
Other Rockfish - Aleutian Idlands 0 0 - 1 2
Other Rockfish - Bering Sea 9 1 - 2 12
Rock Sole - BSAI 1,601 439 194 367 2,601
Sablefish (Trawl Gear) - Al 32 1 - 2 35
Sablefish (Trawl Gear) - Bering Sea 0 - - - 0
Sharpchin/Northern Rockfish - Al 0 3 - 2 5
Squid - BSAI 611 24 9 6 651
Shortraker/Rougheye Rockfish - Al 1 - - - 1
Other Red Rockfish - Bering Sea 4 1 0 1 6
Ydlowfin Sole- BSAI 10,501 1,432 336 318 12,587
Source: Alaska Department of Fishand Gamefishticket datafor inshoreddiveries; National MarineFisheries
Service observer data for ddliveries at-sea.
* Denotes TAC groups that do not extend throughout entire 1995-97 time period.
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Table 11.5b: Catcher Vessel Sideboard Ex-vessel Value ($ million) Estimatesin the Bering Sea and
Aleutian Idands Based on 1999 ITACs Published in the March 11, 1999 Federal Register, and 1997
PACFIN Ex-vessel Prices.

All Fisheries
CVto CVto All

CVInshore IN/MS CVtoMS CP Fisheries
Species by TAC Grouping (90CVs) (11Cvy) (10 Cvs) (7CVs) | (118 CVy9)
Atka Mackerd - Central Al $0.00 - - - $0.00
Atka Mackerd - Eastern Al $0.02 $0.00 - $0.00 $0.02
Atka Mackerd - Western Al - - - - -
Arrowtooth Flounder - BSAI $0.33 $0.07 $0.05  $0.07 $0.53
Other Flatfish - BSAI $1.22 $0.12 $0.03  $0.08 $1.45
Flathead Sole - BSAI $0.64 $0.10 $0.71  $0.08 $0.89
Greenland Turbot - Al $0.00 - - $0.00 $0.00
Greenland Turbot - Bering Sea $0.11 $0.00 $0.00  $0.01 $0.13
Other Species - BSAI $0.01 $0.00 $0.00  $0.00 $0.02
Pacific Cod (Fixed Gear) - BSAI $0.00 - - $0.01 $0.02
*P. Cod (Trawl CVs)-BSAI (97 only) $9.81 $1.04 $0.71  $1.43 $12.99
Pacific Ocean Perch - Bering Sea $0.02 $0.00 $0.00  $0.00 $0.02
* POP - Central Al (96-97 only) $0.00 - - - $0.00
* POP - Eastern Al (96-97 only) $0.00 - - $0.00 $0.00
* POP - Western Al (96-97 only) - - - - -
Other Rockfish - Aleutian Islands $0.00 $0.00 - $0.00 $0.00
Other Rockfish - Bering Sea $0.01 $0.00 - $0.00 $0.01
Rock Sole - BSAI $0.52 $0.14 $0.06  $0.12 $0.84
Sablefish (Trawl Gear) - Al $0.16 $0.01 - $0.01 $0.18
Sablefish (Trawl Gear) - Bering Sea - - - - -
Sharpchin/Northern Rockfish - Al $0.00 $0.00 - $0.00 $0.00
Squid - BSAI $0.05 $0.00 $0.00  $0.00 $0.05
Shortraker/Rougheye Rockfish - Al $0.00 - - - $0.00
Other Red Rockfish - Bering Sea $0.00 $0.00 $0.00  $0.00 $0.00
Ydlowfin Sole- BSAI $1.81 $0.25 $0.06  $0.05 $2.16
Total $14.39 $1.01 $0.54  $1.77 $17.71
Source: Alaska Department of Fishand Gamefishticket datafor inshoreddiveries, National MarineFisheries
Service observer data for deliveries at-sea.
* Denotes TAC groups that do not extend throughout entire 1995-97 time period.
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11.2.3.2 BSAI PSC Sideboard Caps

BSAI PSC sideboard caps shall be based on theratio of landed catch in each non-pollock target fishery to the
PSC cap for that target, and shall represent an aggregate cap which is not subdivided among catcher vessd
sectors. Based on this formula, preiminary estimatesindicatethat  catcher vessds bound by sideboard caps
will be allowed to harvest up to 34 percent of the halibut and crab PSC species allocated to the Pacific cod
fishery, 7 percent of those allocations to the yellowfin sole fishery, 4 percent of those allocations to the rock
sole/other flatfish/flathead sole fisheries, and 1 percent of those allocations to the Atka mackerd/other
groundfish fisheries (after pollock has been excluded). Catcher vessds that were exempted from Pacific cod
sideboard caps will not be bound by PSC sideboard caps. They will only belimited by the overall trawl PSC
apportionments in the Pacific cod fishery.

As with groundfish sideboards, PSC sideboards are caps, meaning that the AFA catcher vessd fleet is not

guaranteed any specific amount of PSC bycatch. Instead they are limited to a fraction of the overall trawl
allocation. If an overall trawl PSC cap is reached for any target fishery (or group of target fisheries), the
directed fishery will close for all trawl vessds, regardless of whether the AFA vessds have attained their

aggregate PSC sideboard cap.

PSC sideboard capswill beimplemented only for halibut and crab species. No PSC capswill beset for herring
or the salmon species, sincebycatch of those species occurs predominantly inthepollock fishery. Instead, AFA
catcher vessds will be monitored as part of the overall trawl fleet under the herring and salmon PSC caps.

11.2.4 Gulf of Alaska Sideboard Caps

Like the BSAI sideboard caps, the GOA caps will be based on aggregate landed groundfish catch of AFA
catcher vessd's between 1995-97 (1997 only for Atka Mackerd), and will be expressed as a percentage of the
TAC that was available those years. These percentages will then be multiplied by the TAC set for each
species, after the TACsareset in December prior to thestart of the next fishing season, to determinethe actual
harvest amounts that will be available to AFA catcher vessds restricted by sideboard caps.

NMFS was requested to determine the bycatch needs for pollock and non-pollock fisheries and allow for
directed fishing such that thetotal catch of those species should not exceed the sideboard caps, meaning that
NMFSwill first determine bycatch needs for species that have a sufficient cap to allow for adirected fishery,
and the remainder of the cap would be available as a directed fishery allowance. Theresult of this direction
is to indicate the Council’ s intent that the caps are not intended to be only used as directed fishing caps, but

they are also to cover bycatch needs in other directed fisheries.

The sideboard caps shall apply to all AFA vessds participating in the GOA fisheries, regardless of whether
the vessdls joins a cooperative (unless they ‘opt out’ or are exempted). Sideboard caps shall be applied
throughout theyear except that vessels <125' with lessthan 1,700 mt. of annual average BSAI pollock landed
catch history and 40 GOA groundfish landings from 1995-1997 shall be exempt from GOA groundfish
sideboards. This exemption differs from the BSAI exemption in that it covers any directed fisheries.

Sideboard caps will be applied at the AFA-digible catcher vessd sector level in 2000. However, NMFS shall
publish the proportion of the cap represented by the aggregate catch history of thevessdsin each cooperative,
and encourage the formation of an inter-cooperative agreement to monitor the sub-division of the caps at the
cooperative level. NMFS shall require each cooperative agresment to contain provisions that would limit its
participants to their collective 1995-97 harvest in other fisheries.
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11.24.1 Gulf of Alaska Groundfish Sideboard Caps

Groundfish sideboard capsinthe GOA arebasad on theamount of groundfish landed by AFA digible catcher
vessdsinall target fisheriesand isexpressed asaratiordativeto the TAC that was availablethoseyears. The
pollock portion of the sideboardswill beapportioned seasonally, based on the percentage of the overall pollock
TAC alocated to each quarter. When a vessd is excluded from a cap through an exemption, their catch of
species covered under the exemption is not included in the cap calculation, nor will its catch accruetoward the

cap.

Note that the number of vessdslisted in the column heading islessin the GOA than it wasinthe BSAI. This

is dueto not all of the AFA vessds being qualified under LLP inthe GOA. Another consideration is that not

all vessdsqualify inall areasof the GOA under LLP. Recall that licenseswill beissued for theWestern GOA,
Central GOA (including West Y akutat), and Southeast Outside areas.

The estimates of catcher vessel sideboard capsinthe GOA presentedin Table 11.8a(Table11.8b reportsvalue
estimates), provideinsightsinto which species have adequate caps to support adirected fishery. It isexpected
that the directed fisheries should include pollock, Pacific cod, and shallow water flatfish. Necessary amounts
of Pacific Ocean Perch, various rockfish species, sablefish, and deep water flatfish may be available in some
areas, but NMFS will need to make this determination prior to the start of fishing each year.

Pollock sideboard caps areto be subdivided on a seasonal basis. The season dates publishedintheMarch 11,
1999 Federal Register notice indicate for 1999 the seasonal allocations will be 30 percent in the A season
(opens January 20), 20 percent in the B season (opens June 1), and 25 percent in both the C (opens September
1) and D (opensfive days after the C season closes) seasons.
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Table11.6: Landed Catch of All Eligible AFA Catcher Vesselsin the Gulf of Alaska (1995-97), by AFA

CV Sector
Species by TAC Grouping AFA CV Harvests
cv CV to CV to CV to Tota
Inshore IN/MO MO CP

Atka Mackerd - Central Gulf (95-96) 1 2 0 1 4
Atka Mackerd - Gulf of Alaska (1997) 78 0 0 0 78
Atka Mackerd - Western Gulf  (95-96) 228 15 0 6 249
Arrowtooth Flounder - Central Gulf 994 546 0 0 1,540
Arrowtooth Flounder - Eastern Gulf 0 23 2 25
Arrowtooth Flounder - Western Gulf 69 2 1 0 72
Deep Water Flatfish - Central Gulf 628 531 0 1,159
Deep Water Flatfish - Eastern Gulf 6 14 20
Flathead Sole - Central Gulf 68 78 0 0 146
Flathead Sole - Eastern Gulf 0 1 5 6
Flathead Sole - Western Gulf 64 1 11 1 77
Northern Rockfish - Central Gulf 294 116 0 410
Northern Rockfish - Eastern Gulf 0 0 0 0 0
Northern Rockfish - Western Gulf 1 1
Other Species - Gulf of Alaska 195 54 1 13 264
Pacific Cod (Inshore) - Central Gulf 3,638 2,039 945 1 6,623
Pacific Cod (Offshore) - Central Gulf 37 314 386 737
Pacific Cod (Offshore) - Eastern Gulf 0 0 6 6
Pacific Cod (Inshore) - Western Gulf 5,059 1,380 673 333 7,445
Pacific Cod (Offshore) - Western Gulf 13 109 527 648
Pdagic Shdf Rockfish - Central Gulf 0 0 0 0 0
Pdagic Shelf Rockfish - Eastern Gulf 1 20 21
Peagic Shdf Rockfish - Western Gulf 1 0 0 0 1
Pollock - Chirikof District 6,892 438 17 151 7,497
Pollock - Eastern Gullf 2,990 1,123 165 4,278
Pollock - Kodiak 6,355 3,202 1,128 125 10,810
Pollock - Shumagin District 43,319 2,590 447 91 46,446
Pacific Ocean Perch - Central Gulf 286 503 0 0 789
Pacific Ocean Perch - Eastern Gulf 2 1 146 149
Pacific Ocan Perch - Western Gulf 19 0 0 0 19
Rex Sole - Central Gulf 122 71 0 193
Rex Sole - Eastern Gulf 0 8 8 16
Rex Sole - Western Gulf 12 0 0 0 12
Slope Rockfish - Central Gulf 7 2 0 9
Sablefish (Trawl Gear) - Central Gulf 84 84 0 168
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Table 11.6 (Continued) AFA CV Harvests

Species by TAC Grouping cv CVto CVto CVto Total
Inshore IN/MO MO CP

Sablefish (Trawl Gear) - Western Gulf 3 0 0 0 3

Sablefish (Trawl Gear) - Western Y akutat 0 10 10

Shallow Water Flatfish - Central Gulf 544 1,075 5 8 1,633

Shallow Water Flatfish - Eastern Gulf 0 8 30 38

Shallow Water Flatfish - Western Gulf 303 11 5 33 352

Shortraker / Rougheye - Central Gulf 43 6 0 49

Shortraker / Rougheye - Eastern Gulf 4 2 10 16

Shortraker / Rougheye - Western Gulf 0 0 0 0 0

Thornyhead - Gulf of Alaska 20 24 0 13 57

Source: Alaska Department of Fish and Game fish ticket data; National Marine Fisheries Service observer

data

* Denotes TAC groups that do not extend throughout entire time period.

Note: Excludes catch of GOA exempt vessels
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Table11.7: Percent of TAC Harvested by All Eligible AFA Catcher Vesselsin the Gulf of Alaska (1995

97), by AFA Catcher Vessel Sector

Species by TAC Grouping AFA CV Harvests
CV Inshore CVtoIN/MO CVtoMO CVtoCP All Fisheries

Atka Mackerd - Central Gulf (95-96) 0.05% 0.10% - 0.03% 0.18%
Atka Mackerd - Gulf of Alaska (1997) 7.80% - - - 7.80%
Atka Mackerd - Western Gulf (95-96) 4.94% 0.32% - 0.13% 5.39%
Arrowtooth Flounder - Central Gulf 1.33% 0.73% - - 2.06%
Arrowtooth Flounder - Eastern Gulf - 0.15% - 0.01% 0.16%
Arrowtooth Flounder - Western Gulf 0.46% 0.01% - - 0.47%
Deep Water Flatfish - Central Gulf 3.36% 2.84% - - 6.20%
Deep Water Flatfish - Eastern Gulf - 0.06% - 0.15% 0.21%
Flathead Sole - Central Gulf 0.45% 0.52% - - 0.97%
Flathead Sole - Eastern Gulf - 0.01% - 0.07% 0.08%
Flathead Sole - Western Gulf 1.07% 0.02% 0.18% 0.02% 1.29%
Northern Rockfish - Central Gulf 2.20% 0.87% - - 3.07%
Northern Rockfish - Eastern Gulf - - - - -
Northern Rockfish - Western Gulf 0.05% - - - 0.05%
Other Species - Gulf of Alaska 0.50% 0.14% - 0.03% 0.67%
Pacific Cod (Inshore) - Central Gulf 2.98% 1.67% 0.77% - 5.42%
Pacific Cod (Offshore) - Central Gulf - 0.36% 3.07% 3.78% 7.21%
Pacific Cod (Offshore) - Eastern Gulf - - - 0.78% 0.78%
Pacific Cod (Inshore) - Western Gulf 8.90% 2.43% 1.18% 0.59% 13.10%
Pacific Cod (Offshore) - Western Gulf - 0.20% 1.72% 8.34% 10.26%
Pelagic Shdf Rockfish - Central Gulf - - - - -
Pelagic Shelf Rockfish - Eastern Gulf - 0.03% - 0.63% 0.66%
Pelagic Shdf Rockfish - Western Gulf 0.04% - - - 0.04%
Pollock - Chirikof District 11.60% 0.74% 0.03% 0.25% 12.62%
Pollock - Eastern Gulf 25.45% 9.56% - 1.41% 36.42%
Pollock - Kodiak 11.66% 5.88% 2.07% 0.23% 19.84%
Pollock - Shumagin District 58.18% 3.48% 0.60% 0.12% 62.38%
Pacific Ocean Perch - Central Gulf 2.51% 4.41% - - 6.92%
Pacific Ocean Perch - Eastern Gulf 0.03% 0.02% - 2.20% 2.25%
Pacific Ocan Perch - Western Gulf 0.51% - - - 0.51%
Rex Sole - Central Gulf 0.74% 0.43% - - 1.17%
Rex Sole - Eastern Gulf - 0.13% - 0.13% 0.26%
Rex Sole - Western Gulf 0.43% - - - 0.43%
Slope Rockfish - Central Gulf 0.32% 0.09% - - 0.41%
Sablefish (Trawl Gear) - Central Gulf 1.92% 1.92% - - 3.84%
Sablefish (Trawl Gear) - Western Gulf 0.23% - - - 0.23%
Sablefish (Trawl Gear) - Western Y akutat - - - 2.36% 2.36%
Shallow Water Flatfish - Central Gulf 1.40% 2.77% 0.01% 0.02% 4.20%
Shallow Water Flatfish - Eastern Gulf - 0.23% - 0.83% 1.06%
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Table 11.7 (Continued) AFA CV Harvests

Species by TAC Grouping CVinshore CVtoIN/MO CVtoMO CVtoCP All Fisheries
Shallow Water Flatfish - Western Gulf 2.24% 0.08% 0.04% 0.24% 2.60%
Shortraker / Rougheye - Central Gulf 1.27% 0.18% - - 1.45%
Shortraker / Rougheye - Eastern Gulf 0.26% 0.13% - 0.66% 1.05%
Shortraker / Rougheye - Western Gulf - - - - -
Thornyhead - Gulf of Alaska 0.41% 0.50% - 0.27% 1.18%

Source: Alaska Department of Fish and Game fish ticket data; National Marine Fisheries Service observer data
* Denotes TAC groups that do not extend throughout entire time period.
Note: Excludes catch of GOA exempt vessds
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Table 11.8a: Estimated Gulf of Alaska Sideboards (in mt) Based on 1999 TACs

Species by TAC Grouping AFA CV Harvests

CVinshore CVtoIN/MO CVtoMO CVtoCP All Fisheries
Atka Mackerd - Gulf of Alaska (1997) 47 47
Arrowtooth Flounder - Central Gulf 333 183 515
Arrowtooth Flounder - Eastern Gulf 8 1 8
Arrowtooth Flounder - Western Gulf 23 1 24
Deep Water Flatfish - Central Gulf 92 78 170
Deep Water Flatfish - Eastern Gulf 2 5 6
Flathead Sole - Central Gulf 23 26 49
Flathead Sole - Eastern Gulf 0 1 2
Flathead Sole - Western Guilf 21 0 4 0 26
Northern Rockfish - Central Gulf 91 36 127
Other Species - Gulf of Alaska 73 20 4 98
Pacific Cod (Inshore) - Central Gulf 1,024 574 264 1,862
Pacific Cod (Offshore) - Central Gulf 12 105 130 248
Pacific Cod (Inshore) - Western Gulf 1,633 446 217 108 2,404
Pacific Cod (Offshore) - Western Gulf 4 32 153 188
Pelagic Shdf Rockfish - Eastern Gulf 0 6 6
Pollock - Chirikof District 4,505 287 12 97 4,902
Pollock - Eastern Gulf 2,148 807 119 3,074
Pollock - Kodiak 3,559 1,795 632 70 6,055
Pollock - Shumagin District 13,451 805 139 28 14,422
Pacific Ocean Perch - Central Gulf 170 298 468
Pacific Ocean Perch - Eastern Gulf 1 1 88 90
Pacific Ocan Perch - Western Gulf 9 9
Rex Sole - Central Gulf 41 24 64
Rex Sole - Eastern Gulf 3 3 6
Rex Sole - Western Gulf 5 5
Slope Rockfish - Central Gulf 2 1 3
Sablefish (Trawl Gear) - Central Gulf 21 21 43
Sablefish (Trawl Gear) - Western Gulf 1 1
Sablefish (Trawl Gear) - W Y akutat 6 6
Shallow Water Flatfish - Central Gulf 181 359 1 3 544
Shallow Water Flatfish - Eastern Gulf 3 11 14
Shallow Water Flatfish - Western Gulf 101 4 2 11 117
Shortraker / Rougheye - Central Gulf 12 2 14
Shortraker / Rougheye - Eastern Gulf 1 1 3 5
Thornyhead - Gulf of Alaska 8 10 5 23
Source: Alaska Department of Fish and Game fish ticket data; NMFS observer data
* Denotes TAC groups that do not extend throughout entire time period.
Note: Excludes catch of GOA exempt vessds
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Table11.8b: ValueEstimtatesof Catcher Vessel Sideboar ds($Million) -- Based on 1999 Gulf of Alaska
TACsand 1997 PACFIN Ex-vessel Prices

Species by TAC Grouping CVinshore CVtoIN/MS CVtoMS CVtoCP  All Vessds
*Atka Mackerel - GOA  (1997) $0.02 - - - $0.02
Arrowtooth Flounder - C. Gulf $0.03 $0.01 - $0.04
Arrowtooth Flounder - E. Gulf - $0.00 - $0.00 $0.00
Arrowtooth Flounder - W. Gulf $0.00 $0.00 - - $0.00
Deep Water Flatfish - C. Gulf $0.03 $0.03 - - $0.06
Deep Water Flatfish - E. Gulf - $0.00 - $0.00 $0.00
Flathead Sole - C. Gulf $0.01 $0.01 - - $0.01
Flathead Sole - E. Gulf - $0.00 - $0.00 $0.00
Flathead Sole - W. Gulf $0.01 $0.00 $0.00 $0.00 $0.01
Northern Rockfish - C. Gulf $0.03 $0.01 - - $0.04
Northern Rockfish - W. Gulf $0.00 - - - $0.00
Other Species - GOA $0.01 $0.00 - $0.00 $0.01
Pacific Cod (Inshore) - C. Gulf $0.47 $0.27 $0.12 $0.00 $0.86
Pacific Cod (Offshore) - C. Gulf - $0.01 $0.05 $0.06 $0.11
Pacific Cod (Inshore) - E. Gulf $0.01 $0.00 $0.00 $0.00 $0.01
Pacific Cod (Inshore) - W. Gulf $0.76 $0.21 $0.10 $0.05 $1.11
Pacific Cod (Offshore) - W. Gulf - $0.00 $0.01 $0.07 $0.09
Pelagic Shdf Rockfish - E. Gulf - $0.00 - $0.00 $0.00
Pollock - Chirikof District $0.99 $0.06 $0.00 $0.02 $1.08
Pollock - E. Gulf $0.47 $0.18 - $0.03 $0.68
Pollock - Kodiak $0.78 $0.40 $0.14 $0.02 $1.33
Pollock - Shumagin District $2.97 $0.18 $0.03 $0.01 $3.18
Pacific Ocean Perch - C. Gulf $0.03 $0.05 $0.00 $0.00 $0.07
Pacific Ocean Perch - E. Gulf $0.00 $0.00 - $0.01 $0.01
Pacific Ocan Perch - W. Gulf $0.00 - - - $0.00
Rex Sole- C. Gulf $0.02 $0.01 - - $0.03
Rex Sole- E. Gulf - $0.00 - $0.00 $0.00
Rex Sole- W. Gulf $0.00 - - - $0.00
Slope Rockfish - C. Gulf $0.00 $0.00 - - $0.00
Sablefish (Trawl Gear) - C. Gulf $0.08 $0.08 - - $0.17
Sablefish (Trawl Gear) - W. Gulf $0.00 - - - $0.00
Sablefish (Trawl Gear) - W. Yakutat - - - $0.02 $0.02
Shallow Water Flatfish - C. Gulf $0.09 $0.17 $0.00 $0.00 $0.26
Shallow Water Flatfish - E. Gulf - $0.00 $0.01 $0.01
Shallow Water Flatfish - W. Gulf $0.05 $0.00 $0.00 $0.01 $0.06
Shortraker / Rougheye - C. Gulf $0.00 $0.00 $0.00 $0.00 $0.00
Shortraker / Rougheye - E. Gulf $0.00 $0.00 $0.00 $0.00 $0.00
Thornyhead - GOA $0.01 $0.01 $0.00 $0.03
Tota $6.68 $1.69 $0.46 $0.31 $9.32
Source: ADF& G fish ticket data; National Marine Fisheries Service observer data, 1997 PACFIN Price data
Note: The catch of exempt vessels was excluded.
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11.2.4.2 GOA PSC Sideboards Caps

PSC sideboard caps for halibut in the GOA will be set equal to the percentage of groundfish landed, relative
to TAC, aggregated by the degp °® and shallow S-water PSC complexes. To calculatethe halibut sideboard caps,
first the overall trawl halibut allowances will be seasonally apportioned.  Then the percentage of groundfish
landed by the AFA fleet reative to the TAC, for the degp and shallow-water complexes seperatdy, will be
multiplied by the seasonal apportionment of halibut to determine the tons of halibut they will be constrained
by during that season.

A preiminary estimate for the degp-water complex indicates that AFA catcher vessdls will be capped at 7
percent of the seasonal halibut sideboards (Table11.9). The shallow-water cap would be set at 34 percent of
the seasonal halibut apportionments, if pollock isincluded in the calculation. Because pollock is not an AFA
speciesinthe Gulf, including thoselandingsin the cal culation may beappropriate. Had pollock been excluded,
the shallow-water halibut cap would be approximatdy half (16 percent) of theoriginal estimate. Reducingthe
halibut cap by half would likely leavelittle halibut availablefor the directed fisheries other than pollock inthe
shallow-water PSC complex. According to information presented in Table 11.8b, pollock accounts for about
two-thirds of the overall sideboard value, $6.27 million. The remaining species account for the other $3.05
million.

Attainment by the entire fleet of any PSC cap will close directed fishing to all trawl vessds, even if the AFA
vessdls havenot attained their aggregate PSC cap. Thisis consistent with the concept that sideboards are caps
and not allocations to the AFA fledt.

5Deep-water species complex is comprised of sablefish, all rockfish targets, deep-water flatfish, rex sole, and arrowtooth

flounder.
6Shallow-water species complex is comprised of pollock, Pacific cod, shallow-water flatfish, flathead sole, Atka mackerd,

and “other species’.
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Table 11.9: Estimates of halibut PSC caps for AFA vessels in the GOA by season, based on 1999
apportionments

Complex Jan20-Mar 31 Aprl1l-Jdul3 Jul4-Sep30 Octl-Dec3l Total
Overall Trawl Apportionment
Desp 100 300 400 1,000*
400
Shallow 500 100 200 1,000*
Total 600 400 600 400 2,000
Estimated AFA Sideboard Caps
Desp 7 21 28 70*
82*
Shallow 170 34 68 340*
Total 177 55 96 82 410*
* Assumes that the 400 mt of halibut in the 4 ™ quarter is equally divided between the degp and shallow-water
complexes.

Note: The AFA vessd swerecapped at 7 percent of the degp-water complex trawl apportionment and 34 percent of the
shallow-water complex trawl apportionment.

11.2.5 Summary of Catcher Vessd Sideboards

The sideboard caps designed by the Council should effectively limit any adverse impacts caused by
cooperatives on non-AFA vessds, as mandated by the Act. This was the overarching purpose of developing
sideboard restrictions for the catcher/processors and catcher vessdsinthe AFA flest. Ingeneral thenon-AFA
vessds were concerned that allowing the AFA pollock fleet to change their harvest strategies in the BSAI
pollock fishery would allow them to concentrate more effort in other fisheries. This additional effort would
be to the detriment of the other vessds that had traditionally relied on those fisheries.

Using landed catch as a proxy for catch history will reduce the amount of every species availableto the AFA
fleets under the sideboard caps, relativeto using total catch. Estimating the impacts of using retained catch
versustotal catchrequiresassumptionsregarding futureprices, discard rates, and harvestswithinthesideboard

caps. Given the uncertainty associated with making these assumptions, therdiability of the estimates must be

considered by thereader and should betreated asdirectional trendsand not point estimates. However, itisvery

likely that using retained catch will reduce gross revenuesfor the AFA catcher vessds, sincenot all of thefish

will be sold.

A summary of the changes was provided earlier in this chapter. Species discarded at the highest rates will be
most impacted in terms of overall sideboard amounts. Yet many of the species with high discard rates were
not taken in directed fisheries by the AFA fledt, or at least the directed fisheries were minimal. Therefore it
is doubtful NMFS would have opened directed fisheries for those species even had total catch been used to
determine the sideboards, since they would need to be set aside for bycatch in other directed fisheries.

Species harvestedin directed fisheries generally had thelower discardrates. Thismakesintuitivesense. If you
aretrying to catch a species you areless likely to throw it back. Still therewill be reductions in the amounts
of speciestaken in directed fisheriesthat AFA vessds may harvest. Reductionsin directed fisheries amounts
of fishaparticular sector can harvest may lead to reduced revenues, if prices are not affected, by allowing the
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other vessds to harvest the AFA fleat’s catch history that was discarded at-sea. This will likely result in a
redistribution of revenue among members of the AFA and Non-AFA fleds.

It is difficult to determine if the overall benefits accruingto the AFA fleet from having pollock cooperatives
will out-weigh any net revenue losses resulting from the sideboard restrictions being imposed. However, it is
known that these vessdls have primarily fished the pollock and Pacific cod fisheries in the past and they will
continue to have access to the BSAI pollock fishery and about 73 percent of the BSAI Pacific cod catcher
vessd trawl allocation. They alsowill beallowed to harvest about 10 percent of the GOA Pacific cod (slightly
higher or lower depending onthearea) and 13 to 62 percent of the GOA pollock (again depending ontheareg).
Those catcher vessds that had limited amounts of catch history in pollock were exempted from Pacific cod
sideboard restrictionsintheBSAI, and Pacific cod, pollock, and other GOA directed fisheriesthey participated.
AFA vessdsthat historically fished opilio crab (fished at least four years from 1988-97) were also exempted
from that cap. They were allowed to continue fishing for opilio with no catch limit restrictions.

Calculating “ net benefitsto theNation” resulting fromthesedecisionsisnot possible. Net benefit calculations
require datathat are currently not availabletotheanalysts. Additional information on costsand price/quantity
reationships would be needed. However, it is reasonable to assume that the positive benefits resulting from
the formation of cooperatives in the pollock fishery, where buyers and sdllers share market power, and may
exploit economic efficiencies not availableinan* open-access’ management setting, aregreater thanany losses
generated by sideboard restrictions. It isalso truethat gaing/lossesin this case are primarily distributional in
nature, andthat “ ne” effects of sideboardswill likely tend to becloseto neutral overall (all other factorsbeing

equal).

The Council decision to exempt certain vessdsfrom the sideboards is not expected to result inthe AFA vessds
(both exempt and non-exempt) exceeding the overall catch historically accounted for by these vessds. The
requirements for the exemptions result in a small number of vessds being exempt, and these vessds were
traditionally involved to a greater extent in non-pollock fisheries than in the pollock fisheries. Finally, the

Council’ s recommended exemptions are also responding to Section 213 of the Act, which allows management

actions to mitigate adverse impacts on owners of fewer than three vessds. Without such exemptions these
vessds would likdy be adversdy impacted to the extent they may not be ableto harvest their historical share
of the non-pollock species.

11.3 Non-Sideboard Decisions

The Council also sdected preferred alternatives for several non-sideboard issues. Included in this suite of
decisions are compensation measures for determining pollock catch history for inshore catcher vessds,
conformance measureswith Inshore-Offshore 3 amendment package, and clarification of thesinglegeographic
location definition for inshore processors.

11.3.1 Compensation for Inshore Catcher Vessdsin the Pollock Fishery

Two compensation measureswere approved by the Council. Thefirst would allow catcher vessdsthat qualify
for the inshore sector to count BSAI pollock catch ddivered to catcher/processors, as if it were ddivered
inshore, when determining the percentage of the inshore quota they are allowed to takeinto a cooperative. To
qualify to bring this catch history inshore, the vessd must have ddivered at least 499 mt. of pollock to
catcher/processors from 1995-97. If that criteriais met, the catcher vessd can add that pollock catch to the
pollock ddiveredinshorethat year. Preliminary estimatesindicatethat thecatcher vessdsthat do not meet this
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landing requirement, i.e. receiving no compensation, would havether pollock allocation reduced by about five
percent.

The second compensation measure allows inshore catcher vesselsto use there best two years of pollock catch
history, from 1995-97, to determine their percentage of the inshore quota. The best two years would be
determined after any compensation from deliveries made to catcher/processors in a year was added into that
years inshore ddivery total. Summing a catcher vessd’s best two years generates the numerator for
determining a vessd’ s percentage of the inshore quota. The denominator is calculated by summing the best
two years of catch history for all inshore catcher vessds, whether they are AFA qualified or not. Oncethis
calculation isdone, any portion of theinshore catch history not assigned to the AFA vessdswould gointo the
“open access’ portion of theinshore pollock fishery. Preiminary estimates indicate that about 0.4 percent of
the inshore allocation would default to the “ open access’ pool using this method. The Figure 10.1 in chapter
10 shows the distribution of “ winners’ and “losers’ by using the best two of three year formula.

11.3.2 AFA and Inshore-Offshore 3 Conformance Measures

Several amendments were passed to make the AFA and Inshore-Offshore 3 programs consistent. In general,
these amendments are minor decisions in that they are required or they aretechnical in nature.

The BSAI pollock allocation percentages where changed to those mandated by the Act. AFA defined those
allocations to be 50 percent to the inshore sector, 40 percent to the catcher/processor sector, and 10 percent
to the mothership sector, after accounting for bycatch needsin other directed fisheries and the 10 percent CDQ
alocation. Other activitieswere primarily to achieve consistency in definitions contained inthe AFA and those
in the Magnuson-Stevens Act or existing regulation.

The original Inshore-Offshoredirected fishing definitions applied equally in both theBSAI and the GOA. The
AFA definitions, however, specifically apply only to Inshore-Offshore fish harvested inthe BSAI. Therefore
the Council voted to apply the same directed fishing harvest definitions to pollock in the BSAI and GOA, as
wasusedintheoriginal Inshore-Offshoreprogram.. Thesubstantiveeffect of thisalternativewould apply only
to pollock harvests; not Pacific cod, because Pacific cod is an Inshore-Offshore species only in the GOA.
Pollock is an Inshore-Offshore speciesin both areas. Hence, the Inshore-Offshore definitions would apply to
pollock regardiess of from which area it was harvested.

The “shoreside processor” definition should apply to the processing of “ groundfish,” as that term is defined

in the Magnuson-Stevens Act, and groundfish implementing regulations. This decision should resolve a

technical inconsistency between the 1-O definitions used by the AFA for the BSAI and those used by the
Federal groundfish regulations for the GOA. This decision also would facilitate single 1-O definitions that

would be consistent in both areas.

The AFA ddfinition of “shoreside processor” is dightly different from the one used in the Federal groundfish
regulations. Thisresultsin different meanings of the term being applied in the BSAI and in the GOA. The
differences are that the AFA definition refers to “fish” while existing groundfish regulations refer to

“ groundfish” in two places. The Magnuson-Stevens Fishery Conservation and Management Act (at section
3) defines “fish” asincluding all forms of marineanimal and plant life other than marine mammals and birds.

“ Groundfish,” on the other hand is defined in the regulations as including only those fish for which harvest
limits are annually specified pursuant to 50 CFR 679.20(a). Hence, a processor that processes only salmon
and crab harvested inthe BSAI, for example, would be a“ shoreside processor” under the AFA but not under
the regulations at 50 CFR part 679. The effect of the Council choosing their preferred alternative should be
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to prevent the provisions of the AFA from applying to salmon and crab harvested in  the BSAI, for example.
The AFA section 208(f) provisions would be unaffected because pollock isboth a* fish” under the Magnuson-
Stevens Act and a“ groundfish”  under the Federal regulations. Consistent application of the term “shoreside
processor” should enhance consistent application of the Inshore-Offshore provisions.

11.3.21 Single Geographic Location

The Council also voted to restrict inshore floating processors to operating in a single geographic location in
State waters of the BSAI during afishing year in which they process pollock from the directed BSAI pollock
fishery. Thisisconsistent with historic Inshore-Offshorerequirementsthat limited inshorefloating processors
toasinglegeographic location each year inthe BSAI. They will beallowed to seect anew location at the start
of the next fishing year, but they will berequired to remain at that location for theentireyear. Thisregulation
will prevent thetwo AFA floating processors from gaining an economic advantage over shorebased processors
that were restricted to process pollock at the same plants that they used to process pollock during 1996-97.

The Council defined “ shoreside processor”, for purposes of implementing the AFA, to mean the physical plant

of a shoreside processor, and limit a shoreside processor that qualifies under AFA section 208(f) to receive
pollock harvested in the BSAI only at the same physical location at which that shoreside processor’s plant
processed pollock from the directed fishery during the qualifying years of 1996 and 1997. Thiswill prevent
shoreside processors from moving pollock processing activitiesto plants that did not process pollock in 1996-
97.

Lastly, the Council approved extending the sunset date of the current pollock and Pacific cod alocationsin the
GOA FMP past thecurrent sunset of December 31, 2001 to December 31, 2004. Thislatter dateconformswith
the sunset date for Bering Sea/Aleutian Islands pollock allocations mandated by the American Fisheries Act
of 1998 (Appendix V). Inshore/Offshore (1/0) allocations of the BSAI and GOA pollock TAC and GOA
Pacific cod TAC were originally established under Amendments 18/23 (1/01) to the BSAI and GOA FMPs,
respectively, for 1993-95. The allocations were extended by the Council in Amendments 38/40 (1/02) to the
respective FMPs for 1996-98. In June 1998, the Council recommended another extension of the GOA
allocations under Amendment 51 (1/03). All three amendment packages contained “sunset” provisions,
requiring the Council to reexamine the allocations in three years, or see them expire. The Council has linked
the sunset dates for BSAI and GOA inshore/offshore allocations since 1992 under all three Inshore/Offshore
amendments (GOA Amendments 23, 40, and 51).

The EA/RIR/IRFAs for GOA Amendments 23, 40, and 51 are included here by reference. The Council’s
preferred alternative to extend the GOA inshore/offshore allocations through December 2004 is within the
scope of the EA/RIR for Amendments 51/51. This action is also analyzed in the Public Review Draft of the
EA/RIR/IRFA for Amendments 62/62 (NPFMC 1999) (now withdrawn). Upon advice by NMFS, the
Council’s preferred action for extending the GOA FMP sunset date for pollock and cod allocations is
incorporated into this EA/RIR/IRFA because of the interrelatedness of these issues.

Current and potential preemption of resources by one industry sector over another was a focal issue for the
Council with regard to setting the original inshore and offshore allocations of pollock and Pacific cod in the
GOA and pollock inthe BSAI. Though not necessarily a problem at that timein the BSAI, it was apparent that
the capacity of the offshore catcher/processor fleet posed a real preemption threst to the inshore processing
industry, which relied heavily on the pollock resource. During a series of mestings beginning in 1989, the
Council and industry developed analyses of various alternative solutions  to the preemption problem and set
allocations of pollock and Pacific cod in the GOA and pollock in the BSAI in three separate inshore/offshore
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amendment packages described above. The inshore-offshore allocation issue became an integral part of the
overall effort towards addressing overcapitalization in North Pacific groundfish fisheries beginning in 1992.

Two other management actions (BSAI pollock allocations and vessd replacement restrictions) in the now
withdrawn draft EA/RIR/IRFA for Amendment 62/62 have also been incorporated into the current
EA/RIR/IRFA for Amendment 61/61 (Amendment 62/62 is renamed and included in Appendix V) and are
addressed in the rulemaking associated with this amendment package. The Council approved changing the
current inshore/offshore directed pollock allocationsin the Bering Sea/Aleutian |slands FM P to conform with
those all ocations mandated by the AFA.. At the samemeeting, upon adviceby NM FSthat the proposed Council
action for vessd replacement restrictions may result in a conflict between License Limitation Program and
American Fisheries Act reguirements, the Council took no action on changing the FM P language on thisissue.
NMFS is addressing vessd replacement requirements to conform with the AFA in the rulemaking associated
with this amendment package.

11.4  Other AFA Requirements

To accurately monitor the removals of pollock and non-pollock species by members of cooperatives, NMFS
will beimplementing the scaleand observer requirements mandated for catcher/processorsby the AFA. These
requirements will beimplemented via regulation basad on direction from Congress, since the Council took no
formal action. Two observerswill berequired to be onboard a catcher/processor at al timeswhilegroundfish
isbeng harvested, processed, or received from another vessd in any fishery under theauthority of the Council.
CDQ trained observers will likely be required to work aboard AFA catcher/processors. Currently it is
unknown if adequate numbers of observerswith this specialized training areavailable. NMFS certified scales
were required for weighing fish onboard AFA catcher/processors that harvest CDQ pollock beginning on
January 1, 1999. Theremaining AFA catcher processorswill berequiredtouseNMFS certified scalesstarting
on January 1, 2000.

NM FSalso intends to implement theinshore pollock cooperativesfor the year 2000 according to the structure
prescribed in the AFA, which ties harvest vessds to ddiver to specific processing plants. Thisissueis still
being reviewed by the Council. Further discussion of pollock cooperative structure alternatives is contained
in Chapter 12, and in Appendix 1V.

Another issuefor which a Council decisionis pending is that of processor sideboards. For year 2000, NMFS
intends to implement crab processing sideboards as directed by the AFA. Chapter 8 contains a detailed
description of that mandate, aswell as alternativesfor crab and groundfish processing sideboards, which may
be approved by the Council at alatter date.

The Council also provided direction on the contents of cooperative agreements and when they are to be
submitted. The direction given by the Council is as follows:

1) Cooperative agreements may be one to six years in duration, but must be review annually by the
Council if they aremorethan oneyear induration. The Council’ sintent was that this was considered
to be a post- season performance review.

2) Cooperative agreements, regardless of duration, must be submitted to the Council by December 1, of
theyear prior to the start of fishing.
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3) Prohibit cooperativeagreementsfromrequiring cooperativevessdsto ddiver speciesother than BSAI
pollock to their AFA processor.

4) Cooperative agreements shall require the disclosure of catch and bycatch statistics.

11.5 Final Mation as Passed by the Council (including actions thru December 1999)

Previous sections described the Council’ s Preferred alternatives. Theactual motion as passedisincluded here
for reference.

Council Actionson American Fisheries Act |ssues
Gened : (1) NMFS will manage all fisheries such that sideboards and PSC caps are not exceeded.
(2) all sideboard calculations will be based on best estimates of landed catch.

Catcher Processor Sideboards

Groundfish:

1 Non-pollock groundfish caps (other than Atkamackerd inthe central and western Aleutians)
for listed vessds will be established on the basis of the percent of landed groundfish catch
rdative to TAC (of theoriginal 29 vessdls) in the pollock and non-pollock fisheriesin 1995,
96, and 97 (for Pacific cod, 1997 only; for POP in the Aleutians, 1996 and 1997).

2. NMFS will determine the bycatch needs for pollock and non-pollock fisheries and allow for
directed fishing for non-pollock target species suchthat thetotal catch of those species should
not exceed the caps.

PSC Caps:

1 Total PSC cap for listed vessds will be established on the basis of percentage of PSC
removals in the non-pollock groundfish fisheries in 1995, 96, and 97.

2. NMFSwill allow for directed fishing of non-pollock species such that thetotal PSC removals
do not exceed the PSC cap.

3. The listed vessds' PSC capswill not be apportioned and will be managed under open access
season apportionment closures.

Catcher processor sideboards for both groundfish and PSC caps are a package and disapproval of any
component would be disapproval of the whole package and returned to the Council for further action.

Catcher Vessel Sideboards
BSAI Groundfish Sdeboards
1 Shall be based on vessd catch between 1995-97. (1997 for P. cod)

2. Shall be based on non-pollock catch in pollock and non-pollock targets, asaratio of the AFA
vessds' catch to TAC.
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NMFS will determine the bycatch needs for pollock and non-pollock fisheries and allow for

directed fishing for non-pollock target species such that thetotal catch of those species should

not exceed the caps.

Shall apply to all AFA digible vessds regardiess of participation in a co-op.

Shall apply at theAFA CV sector leve in 2000. However, NMFS shall publish theproportion

of the cap represented by the aggregate caich history of the vessds in each co-op, and

facilitate the formation of an interco-op agreement to monitor the subdivision of the caps at

the co-op level. NMFS shall reguire each co-op agreement to contain provisions that would

limit its participants to their collective 1995-97 harvest in other fisheries.

Shall be applied throughout the year, except:

a Mothership sector qualified AFA vessds (21 vessels) CV trawl P. cod sideboards
shall be lifted March 1;

b. Vessdswith lessthan 1700 mt of annual averagelanded BSAI pollock catch history
and with at least 30 BSAI P. cod landings from 1995-1997, shall be exempt fromthe
catcher vessd trawl P. cod sideboard cap.

BSAI PSC Sdeboard Caps

1 Shall be based on theratio of catch in each non-pollock target to the PSC cap for that target,
and shall represent an aggregate cap (as with the AFA CP sector).

2. Attainment by the entire fleet of any PSC cap in any target fishery will close directed fishing
to all trawl vessds, even if the AFA vessds have not attained their aggregate PSC cap.

3. PSC species limited to crab and halibut.

GOA Groundfish Sdeboards

1 Shall be based on vessd landed groundfish catch between 1995-97.

2. Shall be based on non-pollock landed groundfish catch in non-pollock targets as aratio of the
AFA vessds' catchto TAC.

3. Shall be based on the landed pollock catch in the pollock target as aratio of the AFA vessds
catch to TAC, and shall be apportioned seasonally.

4, NMFS will determine the bycatch needs for pollock and non-pollock  fisheries and allow for
directed fishing for non-pollock target species such that thetotal catch of those species should
not exceed the caps.

5. Shall apply to all AFA vessds.

6. Shall apply at the AFA-digible catcher vessd sector leve in 2000. However, NMFS shall
publish the proportion of the cap represented by the aggregate catch history of the vessdsin
each co-op, and encourage the formation of an inter-co-op agreement to monitor the sub-
division of the caps at the co-op level. NMFS shall require each co-op agreement to contain
provisons that would limit its participants to therr collective 1995-97 harvest in other
fisheries.

7. Shall be applied throughout the year except vessds with less than 1700 mt of annual average

BSAI pollock landed catch history and with at least 40 GOA groundfish landings from 1995-
1997, shall be exempt from GOA groundfish sideboards.
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GOA PSC Sdeboards Caps

1 Shall be based on theratio of catch in each non-pollock target to the PSC cap for that target,
and shall represent an aggregate cap, sub-divided into degp and shallow water flats.

2. Attainment by the entire fleet of any PSC cap in any target fishery will close directed fishing
to all trawl vessds, even if the AFA vessds have not attained their aggregate PSC cap.

3. Shall be apportioned seasonally.

Scallop Sdeboards

1 Participation in a co-op is defined as any use of avessd’s catch history by a co-op, whether
by direct harvest, lease, sale, or stacking of quota.
2. Measures that would restrict pollock co-op vessdsto ther aggregate traditional harvest in

the scallop fishery in 1997 based on a percentage of the upper end of the state-wide guiddine
harvest. leve. The cap would be this percentage applied to the upper end of the state-wide
guiddine harvest level established each year.

Crab Sideboards

A.

B.

Crab Sideboards shall apply to all AFA vessds.

Bristol Bay Red King Crab (BBRKC)

1 These AFA vessdsthat hold a BBRKC endorsement shall be capped at their 5-year (91-97,
excluding 94-95) weighted average share. These vessds shall be managed in the aggregate.
2. This share of future catch shall apply to the pre-season BBRKC GHL.

Opilio — AFA LLP Alternative 9 Tanner crab endorsed vessels may participate in the opilio fishery
if they harvested opilio in more than 3 of 10 years (88-97).

Bairdi

1 AFA qualified vessd sthat receivean LL P endorsement areexcluded from participating inthe
directed bairdi fishery, except asfollows: 1f and when the bairdi rebuilding goal is reached,
the only AFA vessds allowed to participate would be those with catch history in 1995 or 96.
These vessals would be capped at their aggregate historic catch for 1995-96.

2. If thereisaBBRKC fishery wherebairdi bycatch is allowed, the AFA Tanner crab endorsed
vessds may retain bycatch bairdi.

AFA LLP Alternative9 vesseswhich hold a L L P endorsement for ether the St. Matthews or Pribilof
king crab, and had a landing in that fishery in 1995, 96 or 97, may participate in that fishery. For
Adak red king crab and brown crab fisheries a qualified vessd which had a landing in the last two
years the fishery was open may participate in those fisheries.

Prohibit the sale, lease, transfer or stacking of crab LLP licenses or endorsements by AFA-digible
catcher vessds.
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Non-Sideboar d decisons

Compensation in Shoreside Sector Co-ops

1 Provide compensation to vessds with offshore history greater than 499 tons (as per Table 10.5).
2. Utilize thebest 2 of 3 years to determinethe share of theinshore pollock allocation each vessd brings
to a co-op.

AFA Conformance Measures (Amendments 62/62)

Action 1, Alternative2  Change the current inshore/offshore directed pollock allocationsin theBSAI FMPto
conform with those allocations mandated by the American Fisheries Act of 1998.

Action 2, Alternative2  Extend the sunset date of the current pollock and Pacific cod allocationsin the GOA
FM P to conform with the date mandated for the Bering Sea/Aleutian ISands areain
the American Fisheries Act of 1998.

Action 3, Alternative 1  No action. Do not change vessd replacement restrictions in the BSAI FMP.
Additionally:

1 Conforming the definitions of directed pollock harvest in the GOA and BSAI so that they are
the same.

2. Substituting theterm* groundfish” for “fish” inthe AFA definition of “ shoreside processor.”

3. Applying theinshore/offshorerestrictions only to directed fishing for pollock inthe BSAI and
GOA, and directed fishing for P. cod inthe GOA. However, for the purpose of GOA catch
accounting, all processors will be categorized “inshore’ or “offshore.”

Clarify that “ shoreside processor” for purposes of Section 208(f) of the AFA means only the physical facility
or vessd which processad pollock in the qualifying years 1996 and 1997, and not the entire corporate entity
which owns or controls that facility or vessd.

Sngle Geographic Location

Restrict floating inshore processors to operating in a single geographic location in state waters of the
BSAI during afishiing year inwhichthey process pollock fromthedirected BSAI pollock fishery (i.e.,
can change location from year to year, but not in-season).

AFA Processor Sideboardsfor Crab

1 Adopt asingle aggregate processing cap that would apply to all processing facilities owned by inshore
or mothership sector AFA entities if they recaive pollock from a cooperative.

A. NMFS will determine which processing facilities are owned by inshore or mothership AFA
entities using the “limited 10% rule’

B. Owners of inshoreor mothership AFA pollock facilitiesthat process crab under the Council’ s
jurisdiction would be required to identify to NMFS as part of their processing permit
requirements any processing facilitiesin which the owner has 10% or moreinterest using the
limited 10% rule.
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A processing facility isany plant or US documented vessdl that processes crab under the jurisdiction
of the North Pacific Fishery Management Council.

Only the limited 10% rule will be used in determining AFA entities for purposes of the historic
processing cap.

AFA catcher processors would not be subject to additional processing sideboards.

The historic processing cap would be determined annually based on the average of the 1995-1997
processing history of US documented processing vessdls and processing plants owned by inshoreand
mothership AFA entities at the start of the fishing year.

A. If an inshore or mothership AFA entity sdlls a crab processing facility to a non-AFA entity,
or if a processing vessd is no longer US documented, the 1995-1997 average processing
history of that plant or vessd is removed from the historic processing cap. Likewise, if an
inshore or mothership AFA entity buysanon-AFA processing plant or US documented vessd,
then the 1995-1997 average processing history of that plant or vesse is added to the historic
processing cap.

B. The historic processing cap would be determined based on the percentage of the catch
processed by inshore or mothership AFA entities.

C. Therewould be no cap for undeveloped species or species without a current GHL.

D. The cap would apply year around.

AFA Processor Sideboardsfor Groundfish

Action by the Council on groundfish processing sideboards has been deferred to the April 2000 meeting, where
they will also decideon BSAI pollock processing excessive shar e caps.

Cooper ative Agreements and Council Review

1

Cooperative agreements may be one to six years in duration, but must be review annually by the
Council if they aremorethan oneyear in duration. The Council’ sintent was that this was considered
to be a post- season performance review.

Cooperative agreements, regardless of duration, must be submitted to the Council by December 1, of
theyear prior to the start of fishing.

Prohibit cooperativeagreementsfrom requiring cooperativevessdsto ddiver speciesother than BSAI
pollock to their AFA processor.

Cooperative agreements shall require the disclosure of catch and bycatch statistics.
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120 CONSISTENCY WITH OTHER APPLICABLE LAW
12.1  Regulatory Impact Review - Summary of Analysisin Chapters 4 through 11.

The National MarineFisheries Service(NMFS) reguiresthe preparation of aRegulatory Impact Review (RIR)
for al regulatory actionsthat ether implement anew FMP or significantly alter an existing plan or regulations.
The RIR isintended to provide areview of the changes in net and distributional benefits to society associated
with proposed regulatory action, as well as a review of the problems and policy objectives prompting the
action. The purposeis to ensure that the regulatory agency considers all available (reasonable) alternatives
so that public wefare can be enhanced in the most efficient and cost-effectiveway. The RIR addresses many
of theitems in the regulatory philosophy and principle of Executive Order 12866. E.O. 12866 requires that
the Office of Management and Budget (OMB) review proposed regulatory programsthat are considered to be
significant. A ‘significant’ regulatory action is onethat is likdy to:

1 Have an annual effect on the economy of $100 million or more, or adversely affect in a material way
the economy, a sector of the economy, productivity, competition, jobs, the environment, public health
or safety, or State, local, or tribal governments or communities.

2. Create a serious inconsistency or otherwise interfere with an action taken or planned by another
agency.
3. Materially alter the budgetary impact of entitlements, grants, user fees, or loan programs or therights

and obligations of recipients thereof, or

4, Raise novd legal or policy issues arising out of legal mandates, the President’s priorities, or the
principles set forth in this Executive Order.

A statement of theproblem and need for actionrdativeto the proposed actionsis contained in Chapter 1, which
describes the American Fisheries Act and its associated mandates. The objectives of the proposed actions are
to implement the provisions of the AFA reated to the BSAI pollock fisheries, while protecting other fishing
fleets that are not AFA members in the other groundfish, scallop, and crab fisheries under the Council’s
jurisdiction. The affected fisheries are described in Chapter 2 and the description of the flegt, and impacts of
the proposed alternatives were detailed in Chapters 4 through 11. Chapter 11 isadescription of the Council’s
preferred alternatives.

12.1.1 Qualitative Summary of Impacts

Estimating the magnitude of change in net National benefits was not attempted in this amendment package,
because data necessary to make that calculation were not available. Cost information, including fixed and
variable operating cost statistics, isacrucial dement of an effective net benefit analysis. Cost information for
the BSAI and GOA groundfish and crab harvesting and processing sectors are currently  not available to the
analysts. Therefore, it will not be possibleto complete a quantitative cost/benefit analysis of thevarious AFA
sideboard alternatives, nor derivecomparativenet benefit conclusionsabout theseveral competing alternatives.

The total economic value of the fishery may increase as a result of the provisions of the AFA which allow
pollock to be harvested under cooperatives. However, in general actions proposed within this amendment
package aredesigned to limit the catch of AFA vessdsin other groundfish, scallop, and crab fisheriesin order
to protect the vessds that participated in those fisheries from unwarranted, costly, and undesirable effects
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attributableto competitiveefficienciesmadepossibleby, for example, cooperativeprovisionsof AFA . Overall
the catch of non-pollock species by AFA vessds may be somewhat reduced by these amendments, becausethe
groundfish sideboards are based on landed catch history and the crab sideboards are more restrictive than the
current LLP programin most cases. Y et given the open access nature of these fisheries and the capacity that
exists in other fleets, any harvest forgone by the AFA fleat will almost certainly be harvested by members of
the non-AFA flegts. Differences among the alternatives for effecting sideboards do have the potential for
distributional gains and losses; primarily these are trade-offs between the AFA and non-AFA vessds. While
relative operating costs and other factors would affect the” net”  results of such trade-offs, the basic intent of
the sideboards isto maintain the status quo, in terms of thedistribution of harvest between AFA and non-AFA
vessds, and therefore inter-sectoral “ net” impacts would be expected to tend towards neutral.

Sideboard restrictions imposed by the Council’s proposed action will likely cause some re-distributional
impacts among the flegts, but the changes in net benefits to the US economy would not be expected to change
by $100 millionannually. However, based upon several of theother criteriaarticulated inthe Executive Order,
it appears likely that the proposed sideboard actions could constitute a ‘significant’ action, as this termis
defined, under E.O. 12866.

That is, while none of the proposed sideboards result in economic changes  which approach the $100 million
annual impact threshold (separatdy or in combination), several do directly affect in a material way “a sector
of the economy”, “productivity”, and “ competition” (each identified as a criterion of concernin the E.O.).

None is expected to (to the best of our knowledge) create a serious inconsistency or otherwise interfere with
an action taken or planned by another agency; nor (based on the foregoing analysis contained in Chapters 4
through 11) materially alter the budgetary impacts of entitlements, grants, user fees, or loan programs or the
rights and obligations of recipients thereof. The AFA-sideboards do, however, potentially raises nove lega
and policy issues arising out of legal mandates, the President's priorities, or the principles set forth in this
Executive Order.

After careful review, the suite of proposed AFA-sideboard actions has been determined to be significant, as
this term is defined in the Executive Order.

Notwithstanding this finding (and, while it is not possible to quantitatively measure the "net benefit to the
Nation" attributable to this suite of actions), the information and analysis which are available (including the
qualitative assessment of costs and benefits cited above) suggest that the National wedfare is enhanced (i.e,
benefits exceed costs) by adoption of these actions, which include proposed actions allowing the pollock fleets
to form cooperatives. This isfurther substantiated by adherence to the requirements and directives provided
inthe AFA, as recently pass by the U.S. Congress and signed by the President.

12.2  Initial Regulatory Flexibility Analysis (IRFA)
12.2.1 Introduction

Asdescribed in Chapter 1, the AFA mandated the devel opment of sideboard measuresto protect other fisheries
from potential incursionswhich could result fromthepollock allocationsandfishery cooperativesinthepoll ock
fisheries. Many of the participantsin these non-AFA fisheries, aswdl as participantsin the AFA fisheriesto
beregulated by the sideboard measures, are small, independently owned businesses. In certain casesthe AFA
was explicit with regard to the nature of those sideboards, whilein other cases considerablelatitudewas given
to the Council. Whilethe general purpose of the sideboard measuresisto maintain the status quo distribution
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of harvest activitiesinthevariousfisheries, the Council deve oped aconsiderablerangeof alternativesto effect
that intent. Asdescribedindetail in Chapters6 and 7, thedifferent alternatives and optionswill havediffering
impacts to the participants in the fisheries. One purpose of this IRFA is to describe the differential impacts
to small entitiesresulting fromthe Council’ sfinal decisions on harvester sideboardsfrom June 1999 (processor
sideboards arethe subject of the analysesin Chapter 8, but the Council has postponed a decision on processor
sideboards).

In addition to sideboard measures the AFA prescribes certain measures related to the BSAI pollock fisheries,
including thelist of vessds digibleto participatein those fisheries. While vessd digibility is one of theitems
explicitly outside the Council’s purview under the AFA, there are nevertheless implementing regulations
pursuant to this action which will affect certain small entities in the fisheries. These are discussed as part of
this IRFA.

Finally, the AFA specifies the structure under which inshore pollock cooperatives will be formed. This
structureis the subject of considerable debate and is subject to possible change by the Council. In February
1999 the Council requested development of an analysis of “the economic and policy issues associated with the
formation of processor/catcher vessel (and mothership/catcher vessel) cooperatives under the AFA, including
the alternatives outlined in theindependent catcher vessd proposal with a preiminary report to the Council in
June of 1999 and a final report in October 1999". During staff discussions it became apparent that thisissue
was intertwined with both implementation issues related to co-op structure and with mandatory considerations
under theRegulatory Flexibility Act (RFA). A contract hasbeeninitiated with economistsfromtheUniversity
of Washington and Oregon State University to exploretheseissues. That information, along with areview of
legal issues associated with co-op formation, will be reviewed by the Council in late 1999 and could result in
actions which change the co-op structure from that described in the AFA. This Chapter contains an initial
analysis of these issues rdated to co-op structure, and the more detailed contract analysis is attached as
Appendix 1V. Barringfurther action by the Council, the co-opswill beimplemented as prescribed by the AFA.

12.2.2 Statement of Problem

Several years following “ Americanization”of the commercial Bering Sea Pollock fishery in US EEZ waters,
a problem of over capitalization materialized in the form of excessivefishing capacity. This was associated

with expansion of domestic fishing effort, due in part, to an open access fishery management policy. The

ensuing “racefor fish” fostered economic inefficienciesin both this fishing sector specifically and the nation

generaly interms of optimal operational practices and resource utilization, respectively.

To address the problems and allocation conflicts in this fishery, Congress passed the American Fisheries Act
in October 1998, which included specific allocations of pollock harvesting and processing by industry sectors,
and limitations on the participantsin these sectors, as wdl as the authority to form fishery cooperatives. The
potential operational advantages associated with these measures could impact other, non-pollock harvesters
and processors. The Act mandates the Council to enact measures to protect those harvesters and processors
by placing limits (sideboards) on theactivities of the AFA-digibleharvesters and processors. Thesesideboard
measures are the focus of this amendment package.

12.2.3 Objective Statement of Proposed Action and its Legal Basis
With regard to commercial fishing vessds operating in thedirected pollock fishery inthe BSAI, the American

Fisheries Act of 1998 establishes the legal basis for achieving the objective of reducing excessive fishing
capacity and management regulatory conditionsthat could contributeto the creation of an environment capable
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of fostering operational inefficiencies in this fishery (Division C, Title Il of P.L. 105-277), including co-op
formation and development of sideboard measures. Mitigation of potential adverse impacts to non-AFA
fishermen and processors is mandated by the Act.

12.2.4 Description of each Action (non-mutually exclusive alternatives)
Thefollowing actionsimplemented under authority of the AFA attempt to meet the objectives described above.

Q) reduce harvest capacity through a vessd buyout program (AFA, Section 207),

2 revise allocation of sector specific directed fishing allowances (AFA, Section 206),

(3) restrict legal digibility to specific vessds and processors that may participate in the BSAI
commercial pollock fishery (AFA, Section 208 - digibles, Section 209 - indigible vessds),
and

4) develop provisions for the establishment of fishery cooperatives (AFA, Section 210) among
participants in specific harvest allocation sectors (AFA Section 206), that are digible to
operateintheBSAI commercial pollock fishery through cooperative association in thefollow
cooperative groupings:

a Offshore catcher processor cooperative,
b. Offshore catcher processor - catcher vessdl cooperative,
C. Mothership - catcher vessd cooperative, and
d. Shoreside processor - catcher vessd cooperatives.
) Establish sideboard measures which restrict the activities of AFA-digible vessds in non-
pollock fisheries.

The primary focus of thisamendment packageisitem5 above (sideboard restrictionson AFA-digibleentities),
and to amore limited extent, item 4 (co-op structure). Thefull list of alternatives and optionsis contained in
Chapter 1.

12.2.5 Reasoning for, and focus of, an IRFA

To ensureabroad consideration of impacts and alternatives, this IRFA has been prepared pursuant to 5 USC
603, without first making the threshold determination of whether or not this proposed action would have a

significant economic impact on small entities. NMFS interprets the intent of the RFA to address negative
economic impacts, not beneficial impacts, on small entities and thus such a focus exists in these analyses that
are explicitly design to address RFA compliance.

In determining the scope, or *universe, of the entities to be considered in an IRFA, NMFS generally includes
only those entities, both large and small, that can reasonably be expected to be directly or indirectly affected
by the proposed action. If the effects of therulefall primarily on adistinct segment, or portion thereof, of the
industry (e.g., user group, gear type, geographic area), that segment would be considered the universefor the
purpose of this analysis.

12.2.6 Requirement to Prepare an IRFA
The RFA first enacted in 1980 was designed to place the burden on the government to review all regulations
to ensure that, while accomplishing their intended purposes, they do not unduly inhibit the ability of small

entities to compete.  The RFA recognizes that the size of a business, unit of government, or nonprofit
organization frequently has a bearing on its ability to comply with a federal regulation. Major goals of the
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RFA are (1) to increase agency awareness and understanding of the impact of their regulations on small

business, (2) torequirethat agencies communicateand explainther findingsto thepublic, and (3) to encourage
agencies to use flexibility and to provide regulatory rdief to small entities. The RFA emphasizes predicting
impacts onsmall entitiesasagroup distinct from other entitiesand on theconsideration of alternativesthat may

minimize the impacts while still achieving the stated objective of the action.

On March 29, 1996, President Clinton signed the Small Business Regulatory Enforcement Fairness Act.
Among other things, the new law amended the RFA to  allow judicial review of an agency’ s compliance with
the RFA. The 1996 amendments also updated the requirements for a final regulatory flexibility analysis,
including adescription of the steps an agency must take to minimize the significant economic impact on small
entities. Finally, the 1996 amendments expanded the authority of the Chief Counsd for Advocacy of the Small
Business Administration (SBA) to file amicus briefs in court proceedings involving an agency’s violation of
the RFA.

The central focus of the IRFA should be on the qualitative economic impacts of aregulation on small entities
and onthealternativesthat might minimizetheimpactsand still accomplishthe statutory objectives. Theleve
of detail and sophistication of theanalysis should reflect thesignificance of theimpact on small entities. Under
5U.S.C., Section 603(b) of the RFA, each IRFA isrequired to address:

C A description of the reasons why action by the agency is being considered;

C A succinct statement of the objectives of, and thelegal basis for, the proposed rule;

C A description of and, wherefeasible, an estimate of the number of small entities to which the proposed
rulewill apply (including a profile of theindustry divided into industry segments, if appropriate);

C A description of the projected reporting, recordkegping and other compliance requirements of the
proposed rule, including an estimate of the classes of small entities that will be subject to the
requirement and the type of professional skills necessary for preparation of the report or record;

C An identification, to the extent practicable, of al relevant Federal rulesthat may duplicate, overlap or
conflict with the proposed rule;

C A description of any significant alternativesto the proposed rulethat accomplish the stated objectives
of the Magnuson-Stevens Act and any other applicable statutes and that would minimize any
significant economic impact of the proposed rule on small entities. Consistent with the stated
objectives of applicable statutes, the analysis shall discuss significant alternatives, such as:

1 The establishment of differing compliance or reporting  requirements or timetables that take
into account the resources available to small entities;

2. The clarification, consolidation, or simplification of compliance and reporting requirements
under therule for such small entities;

3. The use of performance rather than design standards;

4, An exemption from coverage of therule, or any part thereof, for such small entities.
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12.2.7 What is a Small Entity?

The RFA recognizes and defines three kinds of small entities: (1) small businesses, (2) small non-profit
organizations, and (3) and small government jurisdictions.

Small businesses.  Section 601(3) of theRFA definesa‘small business' as having the samemeaning as‘ small
business concern’ which is defined under Section 3 of the Small Business Act. ‘Small business’ or ‘small
business concern’ includes any firm that isindependently owned and operated and not dominatein itsfidd of
operation. The SBA hasfurther defined a“small business concern” as one*organized for profit, with a place
of business|ocated in the United States, and which operates primarily within the United States or which makes
asignificant contributiontotheU.S. economy through payment of taxesor useof American products, materials
or labor...A small business concern may be in the legal form of an individual proprietorship, partnership,
limited liability company, corporation, joint venture, association, trust or cooperative, except that where the
form is ajoint venture there can be no more than 49 percent participation by foreign business entities in the
joint venture.”

The SBA has established sizecriteriafor all mgjor industry sectorsinthe USincluding fish harvesting and fish
processing businesses. A businessinvolved in fish harvesting is a small businessif it is independently owned
and operated and not dominant in its field of operation (including its affiliates) and if it has combined annual
receipts not in excess of $ 3 million for al its affiliated operations worldwide. A seafood processor isasmall
business if it isindependently owned and operated, not dominant in its field of operation, and employs 500 or
fewer persons on a full-time, part-time, temporary, or other basis, at al its affiliated operations worldwide.
A business involved in both the harvesting and processing of seafood products is a small businessiif it meets
the $3 million criterion for fish harvesting operations. Finally a wholesale business servicing the fishing
industry isasmall businessesif it employs 100 or fewer persons on afull-time, part-time, temporary, or other
basis, at all its affiliated operations worldwide.

The SBA has established “ principles of affiliation” to determinewhether a business concernis* independently
owned and operated.” In general, business concerns are affiliates of each other when one concern controls or
has the power to control the other, or a third party controls or has the power to control both. The SBA
considers factors such as ownership, management, previous relationships with or ties to another concern, and
contractual relationships, in determining whether affiliation exists. Individuals or firmsthat haveidentical or
substantially identical business or economic interests, such as family members, persons with common
investments, or firms that are economically dependent through contractual or other relationships, are treated
as one party with such interests aggregated when measuring the size of the concern in question. The SBA
counts thereceipts or employees of the concern whose sizeis at issue and those of all its domestic and foreign
affiliates, regardless of whether the affiliates are organized for profit, in determining the concern’s size.
However, business concerns owned and controlled by Indian Tribes, Alaska Regional or Village Corporations
organized pursuant to the Alaska Native Claims Settlement Act (43 U.S.C. 1601), Native Hawaiian
Organizations, or Community Development Corporations authorized by 42 U.S.C. 9805 are not considered
affiliates of such entities, or with other concerns owned by these entities soldy because of their common
ownership.

Affiliation may be based on stock ownership when (1) A personis an affiliate of a concern if the person owns
or controls, or has the power to control 50% or more of its voting stock, or a block of stock which affords
control becauseit is large compared to other outstanding blocks of stock, or (2) If two or more persons each
owns, controls or has the power to control less than 50% of the voting stock of a concern, with minority
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holdings that are equal or approximately equal in size, but the aggregate of these minority holdingsislargeas
compared with any other stock holding, each such person is presumed to be an affiliate of the concern.

Affiliation may bebased on common management or joint venture arrangements. Affiliation ariseswhere one
or moreofficers, directorsor general partners controlstheboard of directorsand/or themanagement of another
concern. Partiesto ajoint venture also may be affiliates. A contractor and subcontractor are treated as joint
venturers if the ostensible subcontractor will perform primary and vital requirements of a contract or if the
prime contractor is unusually reliant upon the ostensible subcontractor.  All requirements of the contract are
considered in reviewing such relationship, including contract management, technical responsibilities, and the
percentage of subcontracted work.

Small organizations. TheRFA defines* small organizations’ as any nonprofit enterprisethat isindependently
owned and operated and is not dominant in its fied.

Small governmental jurisdictions . TheRFA defines small governmental jurisdictions as governments of cities,
counties, towns, townships, villages, school districts, or special districts with populations of less than 50,000.

12.2.8 Description of Fleet, Fishery, & Industry Directly and Reasonably Indirectly Impacted by
Proposed Action
12281 Inshore Processors

Four of the 8 inshore processors operating in the BSAI pollock fishery are ether wholly owned subsidiaries
or close affiliates of Japanese multi-national corporations. Dueto their affiliation with large foreign entities
with more than 500 employees worldwide, none of these processors is a small entity. Of the remaining 4
inshore processors, 3 are owned by U.S. companies that employ more than 500 persons in all their affiliated
operations, and therefore cannot be considered small entities. The remaining inshore processor has been
identified as closdy affiliated with its 5 ddlivering catcher-boats and the gross annual receipts of the affiliated
entities, taken together (the processor andits 5 affiliated catcher-boats), exceed the $3 million criterion for fish
harvesting operations. Therefore, none of the inshore processorsin the BSAI pollock fishery appear to meet
the RFA criteria for small entities.

12.2.8.2 Pollock Catcher Boats

The AFA identifies 120 catcher boats which are digible to harvest BSAI pollock (7 in the offshore ddivery
sector, 92 in the inshore sector, 7 in the mothership  sector, and 14 which are digible in both the inshore and
mothership sectors). This corresponds closely to the 119 catcher boats active in the BSAI pollock target
fisheries which were identified in the inshore/offshore3 analysis. Ownership information from that analysis
indicated that, of the 91 catcher boats that operated exclusively or partly in the inshore sector, the available
ownership data identify 26 vessels owned, in whole or in part, by inshore processors. These 26 vessds  may
beconsidered to be affiliated with their respectiveinshore processor owners and cannot thereforebeconsidered
small entities because noneof theinshore processorsinthe BSAI pollock fishery, themselves, aresmall entities
for RFA purposes. An additional 5 catcher boats have been identified as closdy affiliated with an inshore
floating processor. These5 catcher boats, taken together with their affiliated processor, exceed the $3 million
criterion for fish harvesting operations and are therefore not beieved to be small entities.

Furthermore, an additional 20 catcher boats have ownership affiliations with other catcher boats or catcher
processors. Thegross annual receipts of each of these groups of affiliated catcher boatsis beieved to exceed
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the $3 million criterion for small entities, when all their fisheries earnings aretaken asawhole. Theremaining

40 catcher boats operating exclusively or partly intheinshore sector are bdieved to qualify as“small entities”.
As earlier suggested, the number of catcher vessds which will be permitted to participate in future inshore
pollock target fisheriesin the Bering Sea management areais smaller than the totalsidentified above owing to
provisions of the AFA. Asnoted inthe RIR, in theinitial 1999 A-1 and A-2 pollock fisheries in the Bering
Ses, it is estimated that approximately 53 catcher vessds participated in the harvest of theinshore allocation.
In subsequent 1999 Bering Sea pollock openings, additional catcher vessds may chooseto enter the  fishery,
since as many as 106 appear to be “digible’ under AFA criteria for inshore sector ddivery. These numbers
correspond relatively wdl with estimates provided to the Council by the Independent Catcher Vessd
Association at the January Council meeting and summarized in Table 12.1.

Twenty eight catcher boats operated in the offshore sector exclusively, while 22 operated in both sectors for
atotal of 50 offshore catcher boats. (As noted, this multi-sector operational patternis precluded in thefuture
for the seven boats affiliated with the C/P fleet, by provisions of the AFA.) Of the combined at-sea catcher
boat sector, 13 have ownership affiliationswithlargeinshoreor offshoreprocessorsand, therefore, do not meet
the $3 million criterion for small entities. Anadditional 13 catcher boats have ownership affiliationswith other
vessels or operationsthat, takentogether withther affiliated entities, arebdieved to exceed the $3 million gross
receipts criterion for small entities. The remaining 24 catcher boats operating exclusively or partly in the
offshore sector are believed to qualify as*“ small entities” (and are among the same 120 total vessds described
earlier). The number of catcher vessds which will be permitted to participate in future Bering Sea pollock
target fisheriesis restricted to a dlightly smaller total by provisions of the AFA.

12.2.8.3 Affected Small Entities

Establishment of inshore fishery cooperatives among predetermined groups of catcher vessds and a
corresponding shoreside processor will establish distinct sets of entities, largeand small, and their potential for
inter-related economic affectsresulting fromsuch affiliation. An attempt to summarizetheserdationshipsand
numerically identify the number of affected small entitiesis provide below in Table 12.1.
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Table12.1 Estimated number of entities impacted by establishing shoreside processor-catcher vesse
cooperatives under AFA.
Cooperative Large | Large Small Neighboring | Neghboring | Small
Ddivery Entity | Entity's | Entity: Small Small Non-profit
Processor Coop | Catcher Independent | Government Government Org.
Vesss Catcher Jurisdictions | Jurisdiction
Vessds Economically | (NOT
(PreCo-op) | Impacted Economically
Entity) Impacted)

Peter Pan 1 o> , 2 3 King Cove -
Trident 2¢ 40 . 7¢ |28 Sand Point Akutan* -
Alyeska 1¢ 2b 4 1 Unalaska -
Unisea 1 1°, 0 |12 “ -
Westward 1° 3b, 2 3 “ -
Tyson 12 o°, 6° 0 N/A -
Northern Victor 18 4bv 2 1 N/A -
TOTAL
Large Entity 8 14, 23 0 ?
Small Entity 0 00 48 3 ?

Source: Includes information provided by the Independent Catcher Vessels Association. January, 1999.

2 Foating processor with no direct neighboring community impact.

b Catcher vessdls linked to corresponding shoreside processor via partial ownership.

¢ Catcher vessds majority owned by corresponding shoreside processor

4 There are two processing facilities associated with one parent corporation (Trident) and could be interpreted as one
“shoreside processor” assuming “person” as defined in the Magnuson-Stevens Act.

¢ Thesecompanies aresubsidiaries of onelarger corporation and therefore could be considered asonesingle* shoreside
processor”.

* CDQ community claiming no direct economic impact associated with neighboring shoreside plant

Companies.

Approximatdy fifty-one (51) small entities, including forty-eight (48) independent catcher vessdls ddivering
to shoreside processor and three (3) neighboring communities, are expected to be directly impacted by the
establishment of AFA cooperatives within the inshore component  of the BSAI directed pollock fishery. The
significance of these impacts on small independent catcher vessd businesses will depend primarily on the
contractual relationship between such vessd and their delivery processor as moderated by ther collective
cooperative agreement and cooperative by-laws. If conventional cooperative motives exist between processor
and catcher vessd business membersasto afoster mutually beneficial economic rationship, this cooperative
action would not be expected to significantly impact a substantial number of these small entities. Indeed, the
action would be a net gain for cooperative members and their neighboring communities. Conversdy, if the
processor associated with the cooperative chooseto exploit its position as the sole- purchaser of pollock from
cooperative co-members that operate as catcher vessds then it would be highly probable that a substantial
number of small entitieswould besignificantly impacted by thisaction implementing such fishery cooperatives
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as authorized under AFA. This could be partially offset by the transfer allowance established under AFA
Section 210(b)(6) for up to 10 percent of pollock harvested under such cooperativeto be processed by another
digible shoreside processor as defined under Section 208(f) of the AFA.  Until empirical data become
available, likely after cooperatives have been in operation for two or more years, these questions cannot be
definitively addressed.

Communities and groups .

Three neighboring small government jurisdictions (communities) that would be expected to have beneficial
economic impacts associated with establishment of AFA inshorefishery cooperatives are Dutch Harbor, Sand
Point, and King Cove. Impacts on these communitieswould belinked with benefitsthat would result from such
AFA cooperatives by theestablishment of astablelong-term supply of pollock totheir neighboring shore-based
processing plant. Such economic stability is expected to translate positively to these three neighboring
communities (noting that the Regulatory Flexibility Act is designed to mitigate adverse impacts in any case).
Insufficient data exists to substantiate any quantitative discussion on the impact AFA fishery cooperatives
would haveon small non-profit organizationsthat may be present in these neighboring communities. For these
reasons, fishery cooperatives are not expected to create adverse economic impacts on a substantial number of
small entities categorized as small government jurisdictions or small non-profit organizations.

The community of Akutanis not identified as a small community that would beimpacted by this AFA fishery

cooperatives. This determination is based on materials provided in 1995 to the North Pacific Fishery
Management Council, NMFS, andtheStateof Alaskaby theAleutian Pribilof Island Community Development
Association on behalf of Akutan. TheCouncil, Stateof Alaska, and NMFS, agreed thesematerialssufficiently
documented no significant impacts were accrued by the community of Akutan from the presence of the
neighboring Trident Seafood processing facility. This claim of no significant economic linkage between the
Trident facility and the community of Akutan directly resulted in a 1996 regulatory change that included

Akutan as an digible participant in the CDQ program.

12.2.9 Discussion of the Potential Negative Effects of AFA Inshore Cooperatives on Independent Catcher
Vessd Owners

In the absence of sufficient corrective measures, potential will exist for adverse economic impacts to be
incurred by independent catcher vessds participating in an AFA inshore cooperative.  As currently designed
under AFA, an inshore cooperative s established with only one shoreside processor operating as the primary
pollock buyer. This shoreside processor may or may not be a member of the inshore co-op. The shoreside
processor is an independent business concern and is not collectively owned by co-op member catcher vessds.
Therefore, itisnot assumed that profit-sharing would exist between the processor and catcher vessdsinagiven
co-op. Inshorecooperatives, which requirecatcher vessalsto deiver to asingle shoresideprocessor, can cregte
an economic environment that reduces price competition for pollock harvested by co-op members. Therisk of
this kind of biased pricing activity within a cooperative association is reduced if co-op members are successful
in legally defending the clausethat  such an association is “operating for the mutual benefit of the members’
as required under Section 1 of the June 24, 1934 Act (15 U.S.C. 521). Thisisimportant because without a
competitive ex-vessd market for pollock landed by catcher vessel members, an economic incentiveis created
for the processor to increaseits own profits at the expense of catcher vessd co-op members. Specifically, the
processor could increase profits by lowering its operating cost through offering catcher vessd co-op members
a price lower than the going market price otherwise determined by conditions of supply and demand in the
pollock ex-vessd market. The downward shift in prices is similar to what would occur if ex-vessd market
demand werereduced. Offsetting this incentive for processors to exploit their co-op catcher vessds may be
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the potential need to renegotiate co-op terms annually and provisions of the Council’ s sideboards which allow
catcher vessdls to move between processor co-ops, from year-to-year, if they so desire.

Potential exist for significant negative impact on small independent catcher vessdsif larger vessd choose not
tofishin co-op and competein the open-access directed pollock fishery. Thiswould occur if thelarger catcher
vessd held alow catch history and the cost of co-op membership (eg. highpriceof leasing sufficient pollock
alocation from other co-op members) is greater than the perceved expense associated with harvesting an
equivalent amount in the open access fishery. If those catcher vessd operators who choose not to participate
in their designated cooperative happen to possess harvest capacities that are significantly larger than other
catcher vessd that have substantial catch histories, but, for onereason or another, choose not to enter int aco-
op, then in an open access sdtting, on an initia trip by trip basis, the larger vessels could out compete the
smaller independent catcher vessds.  This could further penalize the independent catcher vessd owners that
choose not tojoin their designated AFA cooperative. Therefore, even with the option tofish inthe open access
fishery as an alternative to joining a co-op that is bound to a low-price processor, the open access option has
significant economic risk dueto their potential inability to competewith thelarger catcher vessdson atrip by
trip basis as aresult of a difference in harvest capacities. If should also be noted that many of the largest
catcher vessdsinthisfishery arewhally-owned by thevery inshore processors which will be negotiating co-op
agreaments withthesmall independent vesse operators. Thiswould negativey impact the competitiveposition
of the smaller independent CV, because there would exist a lower quantity of pollock available in the open
accessfishery. Theeffect of reduced pollock harvest opportunity in the open access fishery would be aresult
from the existence of other catcher cooperatives having memberships of catcher vessds that retain legally
defensible catch allocations created under the AFA action  and thus correspondingly reduced the open access
“pool” of availablepollock. Theeisno a priori meansof quantitatively predicting if this outcomewill emerge,
much less how significant it might be, if it does. However, it may require that the Council monitor this
potentially over time, to assure that unanticipated adverse impacts on small entities do not resuilt.

12.2.10 Potential Actions to Minimize Negative Impacts of Existing AFA Inshore Co-op Structure

In the context of an RFA analysis, a fish harvesting concern is a small entity if it has annual receipts not in

excess of $3 million or it is not dominant in its field (defined in 13 CFR part 121, Standard Industrial Code

categorizations). Previous sections of this chapter addressed the issue of defining a small entity specifically.

An individual catcher vessd operating in the open access directed pollock fishery would typically meet this

criteria. Generally, speaking, a fishery cooperative also is a small entity if it meets this same criteria.

However, inthe case of AFA cooperatives, both criteriawould be exceeded and therefore an AFA cooperative
would not be considered a small business concern (and al co-op participants could lose thair *small entity’
status for RFA purposes).

For AFA participants, membershipinacooperativecould modify their previoussmall entity categorizationinto
what becomes a large entity (the co-op) due to their collective organized affiliation, as defined by the Small
Business Administration. An AFA fishery cooperative, anditscollectivemembership, isexpectedtohavegross
annual revenues in excess of $3 million and will be dominant in its fied.

Therefore, once becoming a co-op member, a catcher vessd may no longer hold the “small business entity”
statusin the context of an Initial Regulatory Flexibility Analysis. However, the AFA allows catcher vessds
to enter and exit a cooperative. Asaresult, the type of cooperative they leave and/or enter will impacts ther
economic viability. Itisinthiscontext that varioustypes of fishery cooperatives arereviewed for their ability
to minimize the negative impacts on small entities associated with this AFA action associated with inshore
catcher vessds and processors (again assuming they retain their status as small entities).
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12.2.10.1 Inshore Processor as Co-op Member

If the AFA inshore co-op membership is required to included not only the designated catcher vessdls but the
AFA identified individual inshore processor as well, then the possibility of biased pricing practices between
processor and catcher vessas may still exist in the short-term but could be significantly reduced or diminated
inthe long-term. It is possible that this would require such inshore cooperatives to have an exemption from
US anti-trust laws similar to those established for the off-shore co-ops as articulated in Section 210(d) of the
AFA. Legal dlarificationisrequired to determine the extent to which NPFMC authority would exist, if at all,
to revise the AFA as granted under Section 213(c) to allow for such revision.

Under this situation, assuming its possibility, it would still remain possiblefor the co-op member processor to
only (or primarily) take into consideration the economic interests of those co-op member catcher vessdsin
which it (i.e processor) has full or partial ownership. The co-op processor member could adjust ex-vessd
price and re-apportion the consolidated catch all ocations among such boatsin amanner that would achieve cost
efficiency among their own vessds but to the potential economic detriment of the other co-op member catcher
vessds. However, if the processor is a member of the CV co-op, such biased behavior practiced within the
association (co-op) would beinviolation of themutual beneficial clauseintheAct of June25, 1934 authorizing
the association’ slegal existence. For example, if not mutually agreed upon by co-op members, defining mutual
benefit in the context of actual versus potential ex-vesse pricewould likely bea product of atime-consuming
legal challenge between co-op member catcher vessdls and the processor. However, inthelong-term at least,
potential for such internal equity violations could be reduced if the shoreside processor were a member of the
catcher vessd cooperative and subject to co-op membership authority and subsequent decisions. If inshore
processors are not co-op members but only contract with catcher vesse cooperatives that are required under
the AFA to sdl their designated catch allocation(s) to a corresponding specific processor, then the potential for
biased pricing exists.

12.2.10.2 Establishment of Independent Catcher Vessd Cooperatives in the Inshore Sector

Members of the Independent Catcher Vesse Association (ICVA) operate boats in the BSAI directed pollock
fishery. ICVA representatives perceive their members will incur negative economic impacts as a result of
constraints imposed under the AFA. The AFA requires catcher vessdsonly to sal their pollock landingstothe
onshore processor associated with their fishery cooperative membership as defined under the AFA. ICVA has
expressed concern about the negative economic impact on inshore catcher vessas that could result from such
potential constraints on the competitive ex-vesse price of pollock landed and sold within the current AFA

inshore cooperative design.

At its February 1999 meeting in Anchorage, the Council heard public testimony from independent catcher

vessd ownersrecommending Council consideration of specific measuresto reduce negative economic impacts
of thisaction ontheir sector of small entities. Specifically themeasure callsfor Council actionto change AFA

language to allow independent catcher vessds to develop cooperatives among themsdves. This modification

would also diminate the restriction on independent catcher vessd owners to sdl their catch to a specific

shoreside processor. Theobjectiveof suchactionisto allow independent catcher vessd ownerstheopportunity
to work collectively as members of a fishery cooperative to maximize the economic returnsfor the individual

allowable catch of pollock established under the AFA. The objective could be realized with the proposed
establishment of greater flexibility among catcher vessestoland and sdll their pollock to a shoreside processor
offering the highest available ex-vessd market price.
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The economic implications of thisaction on independent catcher vessd swould bepositive. It would also allow
them to bothretaintheexclusiveharvesting privileged associated with their co-op’ scollectivepoll ock allocation
aswell asprovidefor ther ability to accept the highest ex-vessd pricefor such pollock landings as offered by
an digible shoreside processor. Conversdy, thisoption could result in unstable supply of pollock to shoreside
processorsthat, during certain time periods, areunableto match ex-vessd price offers made by other shoreside
processors. This could occur when various value-added products with different profit margins (e.g. surimi
versusfillets) arebeing produced for different markets by different shoreside processor and thus enabling their
offering asignificant pricedifferential to independent catcher vessdls. Accesstothispricedifferential (sdling
todifferent plants at different times) would benefit independent catcher vessd but could imposedirect negative
economic impacts on shoreside processors and  indirect negative impacts on small entities dependent on such
processors. Based on SBA definition of small entities, shoresideprocessorsarenot considered likely candidates
for consideration under the RFA with regard to negative impacts of this mitigating measure. However, an
undetermined number of shore-based small entities would be indirectly impacted by negative economic
consequences of this action. Therefore, consideration of establishing independent catcher vessd cooperatives
as a measure mitigating against negative impacts of the current AFA legidation, to some degree becomes a
trade-off between reducing direct affect incurred by such catcher vessdls while increasing the potential for
indirect affects incurred by shore-based small entities; shoreside processors notwithstanding.

Potentially significant economic andinstitutional efficienciescould befurther achievedif inshorecatcher vessd
operators were allowed to establish cooperatives comprised of memberships which they choose themselves.
This is in contrast to the existing inshore AFA co-op structure requiring co-op membership strictly as a
function of historical landings to a given processor. Establishment of more efficient long-term cooperative
rdationships would exist among members if they are based on commonly shared objectives as well as on
economic efficiencies of scale create by business affiliation decisions. Sales to a specific processor is a less
than optimal index of commonality in operational objectives among a sub-set of inshore catcher vessds.
Freedom to establish group membership through independent choiceis an important design characteristic for
establishing fishery cooperatives with permanencein afree-market system. Thelong-term viability of co-ops
has traditionally proven most successful when they are naturally organized among members who share
commitment and loyalty based on their inherent commonalities such as business focus, ingtitutional structure,
operational philosophy, geographic relationship, or cultural orientation. Such factors should be given due
consideration when managers seek to foster the development of inshore pollock fishery cooperatives that will
realize long-term benefits to both the fishery participants specifically, and to the nation in general .

The current AFA co-op structuredoes not allow a catcher vessd to changeits cooperative affiliation from year
to year and retain its harvest allocation concurrently. To change co-op membership (and ex-vessd buyer
affiliation), the catcher vessd must fish in the open-accessfishery for oneyear (AFA Section 210(b)(5)). For
this open-accessyear, the AFA doesnot allow thevessd toretainitsharvest privilegeof pollock “ quotashare’.
It must compete for its share of pollock in the race scenario of the open-access fishery.  Should the vessdl
owner chooseto join an AFA co-op thefollowing year and sl to the co-op’ s designated shoreside processor,
the harvest privilegefor thecatcher vessd would bereauthorized. Thisopen-accesstransition year requirement
creates economic and resource inefficiencies associated with the catcher vessdl’s harvest allocation amount.
It isprobablethat this same amount of pollock would be harvested over ashorter time period in the open-access
fishery thanif harvested under aco-op arrangement. Asaresult, open-access pollock harvestswould generally
yidd lower recovery rates and create conditions for less than optimal market prices dueto the surgein supply.
Furthermore, per unit operating costs would likely be higher for the open-access operation than what could be
expected under amoreflexibleinshorecooperativestructure. Generally speaking, thetransition year constraint
imposed by the AFA on inshore catcher vessd owners who seek to shift their vessd’s membership between
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AFA co-ops, will create the potential for more, rather than less, inefficiencies in the inshore component of the
BSAI directed pollock fishery.

The preceding discussion regarding alternative co-op structureis aninitial attempt to definethe parameters of
this issue and provide some prdiminary impact analysis. A separate and more thorough analysis of theissue
of co-op structure (and potential alternative structures) is provided in Appendix IV. Additional analyses are
being prepared for Council review in April 2000. At that time the Council may take action to alter the co-op
structure rules for 2001 and beyond.

12.2.11 Evaluation of Sideboard measures as Approved by the Council
12.2.111 Objectives of the Sideboards

The AFA mandates establishment of sideboard provisions to protect non-BSAl-pollock harvesters and
processors from the potential impacts resulting from  the AFA allocations of BSAI pollock and the ability to
create pollock fishery co-ops. In certain casesthe AFA was very explicit regarding the nature of the sideboard
provisions, but in general left agreat deal of latitude to the Council in defining the specifics of these measures.
As such the list of alternatives and options analyzed in Chapters 6, 7, and 8 represent a combination of
Congressional intent and Council cregtivity in carrying out Congress' intent. The basic purpose of the
proposed measures is to maintain the ‘status quo’ - i.e, to maintain essentially the current distribution of
groundfish and crab catch (and processing) among competing user groups. Morespecifically, theintent of the
measures isto prevent AFA pollock participants from increasing their share of the harvest and processing of
non-pollock species under Council jurisdiction.

12.2.11.2 Number and Description of Small Entities Affected

The number of entities affected by the sideboard provisions is not one and the same as the number of entities
affected by the co-op structure analyzed in previous sections of this chapter. While section 12.2.8 described
affected entities, an additional discussion is provided here to specifically address the entities which would be
directly and indirectly impacted by the sideboard restrictions in non-pollock fisheries.

Directly affected vessds, plants, and companies

The entities directly affected by the sideboard limits are a very wel defined group as defined by the AFA.
Harvesters and processors digiblefor the BSAI pollock fisheries, and which may form pollock cooperatives,
are ether named specifically inthe AFA or qualify by meeting specific criteriainthe AFA. The Act specifies
by name 20 catcher processors (offshore sector), owned by nine different companies, that are digible to
continue participating in the pollock fisheries. The Act further specifies three motherships which aredigible

to process the mothership allocation under the Act, and lists 19 catcher vessds which are digible to fish and

ddiver that sector’s alocation (2 others not specified are digible through landings history).

For theinshore sector, the Act does not list thedigible plants and catcher vessds by name; rather, it stipulates
the landing/processing history necessary for digibility. For catcher vessdsthat is>250 mt delivered onshore
in 1996, or 1997, or 1998 through September 1, or >40 mt for vessds under 60'. We estimate thereare 113
catcher vessds digible in the mothership and inshore categories (92 for inshore ddivery, 7 for mothership
ddivery, and 14 which qualify for both), and an additional 7 vessds which deliver to the offshore sector. A
shoreside processor must have processed >2,000 metric tonsin both 1996 and 1997 to be digible, except that
processors who did less than 2,000 mt in both 1996 and 1997 would also be digible, but restricted from
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processing more than 2,000 mt in any future year under the Act. We estimate that eight plants, owned by 7
companies fall under these definitions.

Based on information from section 12.2.8, as well as from information contained in Amendments 51/51 (the
inshore/offshore 3 analysis) it appearsthat theonly directly affected entitieswhich would beclassified as* small
entities' would be a subset of the 113 catcher vesses described above. Essentially this would be the
approximately 50 catcher vessds that are predominately independently owned, as described earlier. The
remaining entities, including catcher/processors, motherships, shoreplants, and catcher vessd sowned by larger
companies would exceed the criteria for defining small entities.

Indirectly impacted entities

Depending on the specific sideboard alternatives chosen, a number of small, coastal communities in Alaska
could be impacted by the proposed actions - section 12.2.8 identified 3 specific communities. Sideboard
limitations may indirectly impact coastal communitiesinwhichvessd sarehomeported, or towhichthey ddiver
fish for processing, and could be either positive or negative depending on the specific alternatives chosen. Up
to 60 communities appear to meat the definition of small entity for purpose of the IRFA.

Indirectly impacted entities are a consideration rdative to the proposed action(s), sinceit is these vessdls that
the sideboard measures are intended to protect. These are vessds which participate in fisheries other than
BSAI pollock and would be expected to benefit from the proposed sideboard measures, to the extent the
sideboard measures arerestrictiveto the approximately 50 AFA vessds classified as small entities. Or, tothe
extent less restrictive sideboard measures approved, these vessels would be * negatively impacted', rdativeto
more restrictive sideboard measures. Essentially, sideboard measures were intended to protect the non-AFA
vessd's, many of which aresmall entities- thenatureof those sideboard measures represents atradeoff between
AFA and non-AFA vessds. Taking BSAI and GOA groundfish and crab fisheries into account, there are as
many as 1,300 additional catcher vessds which would likdy qualify as small entities and which would be
indirectly impacted (protected to varying degrees) by the proposed measures. This includes both fixed gear
and trawl fishing vessds, ranging from 30' to over 100" in length, many of which areindependently owned and
operated.

12.2.11.3 Impacts of Approved Sideboard Measures

While the sideboards are generally designed to preserve the status quo distribution of harvest in the fisheries,

the Council considered and analyzed awide range of alternatives and optionsto effect such sideboards. These
arelistedin Chapter 1, detailed and analyzed in Chapters 4 through 8, and are summarized in Chapter 11 which

describes the Council’ sfinal Preferred Alternative. The scope and nature of the proposed sideboard measures
isintended to maintain status quo catch and processing distributions of groundfish and crab between AFA and
non-AFA operations. The small entities directly affected (limited) by the proposed actions would likely be
better off without sideboard restrictionsin non-pollock fisheries, but the Act does not allow for that alternative
(indeed the sideboards arelegidated and ‘ mitigation’ of the effects of these sideboards would counter thevery
intent of the Act). On average, these entities should be no worse off with the sideboard limits, assuming that
they are structured to allow catch up to the amounts previously enjoyed. Among the proposed sideboard
alternatives and optionsthere are certainly somethat are morerestrictive than others, and some of those could
beexpected to create significant impacts reativeto other optionswhich could be chosen. For example, theuse
of landed catch only (as opposed tototal catch) will generally reducethe amount of the sideboard limit for each
species, although for catcher vessds (the only small entitiesinvolved) this reduction is not as significant asfor
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the catcher/processor sector. Reductionsin theleve of the sideboard limit for AFA vessdswill be offset, as
small entitiesinthenon-AFA sector will realizethat amount of gainintheamount of harvest availableto them.

Asanother example, inthe case of sideboardsto limit catcher vessalsactivity in crab fisheriesthereare options
which range from limiting those vessds to their past catch history, to denying them access to certain crab
fisheries altogether. In this case, the differences among the options are very significant, and in fact could
impact some catcher vessds disproportionately. For catcher vessas which are AFA-qualified, but rely to a
great extent on fisheries other than BSAI pollock, restricting the overall catcher vessd  sector to an aggregate
historical limit will disproportionately burden those operators, who would now have to compete with other
vessdsfor ardatively smaller quotaapportionment. Inthecaseof AFA vessd swhich havesignificant rdiance
on crab fisheries, losing their ability tofish crab at al would be expected to have a significant, negativeimpact,
based on current definitions of significance related to gross revenue losses (and a substantial number of these
vessds would be classified as small entities).

Morerestrictive sideboard measureswill generally creategreater impactsto thedirectly affected entities (AFA
vessds), whichwould beoffset by greater benefitstotheindirectly affected entities (thenon-AFA vessedsbeing
protected). The proposed measures themsdves are designed to protect one group of small entities from the
impacts of a separate Congressional action - the Act itsdf. Within the suite of alternative sideboard measures
there are arange of potential impacts to the directly affected small entities. Inits ddiberations, the Council

recognized that certain choices from among those alternatives would serve to reduce impacts to those small
entities relative to other options available.

12.2.114 Measures to Mitigate Impacts of Sideboard Measures

Examples of decision areas which could result in significant impacts were summarized above. The Council’s
final Preferred Alternative generally serves to maintain the status quo and keep in place the current catch
distributions between AFA and non-AFA vessds. For catcher vessdsinthegroundfishfisheriesthe Council’ s
Preferred Alternative generally uses their aggregate proportion of catch from 1995 through 1997 asthe basis
for their allowable catch in future years, under the AFA. In order to mitigate unintended impacts to certain
participants in these fisheries, the Council included an exemption to the basic sideboard limit - that is, AFA
vessdals with less than 1,700 mt of BSAI pollock catch, and threshold landings of non-pollock species, are
exempted from the sideboard limit, and will be allowed to continue unrestricted in the other fisheriesinwhich
they are engaged (subject to overall quota and PSC closures). The group of vessds most impacted by this
exemption are those which historically focused their efforts in the cod fisheries, but did enough pollock to
qualify under the AFA. Without the exemption these vessds would have been disproportionatdy and
negatively impacted by the sideboard limits. Asstructured they will beableto enjoy the benefits of the pollock
fishery co-ops as well as continue their unrestricted involvement in other fisheries.

In general the Council enacted similar restrictionsfor thecrab fisheries, with someimportant differenceswhich
further restrict the AFA vessds' participation, but which also include some mitigating measures for small
entities inthat sector. For Bristol Bay Red King Crab (BBRK C), the Council’ s Preferred Alternativerestricts
the AFA digible vessdsto an aggregate amount based on historical participation, much as with groundfish.
However, the Council included a wider range of years to define that participation (1991 through 1997 as
opposed to only 1995 through 1997) which included years of larger harvest by those vessds, and which
therefore increased the leve of their sideboard limit (from about 9% up to nearly 13% of the available quota).

Aswiththeexamplegiven in groundfish, therewere some AFA vessd swhich actually had the majority of their
income from fisheries other than pollock - specifically therewerethree AFA vessdsidentified in the analyses
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which had significant and long-term participation in the opilio crab fisheries.  Subjecting these vesselsto an

aggregate sideboard limit (shared with the other AFA vessds) would have resulted in disproportionate and
negative impacts to those vessdls - essentially they would lose their ability to continue their historical fishing
practices. To mitigate this issue, the Council chose a compromise which generally restricted AFA vessds

participation in opilio, but alowed those with a high dependence to continue. Specifically the Council

Preferred Alternative only allows AFA vessdsto fish opilioif they fished opilioin at least four years between
1988 and 1997; however, if they do qualify they may fish unrestricted along with other crab vessds. Theresult
of that actionisthat 5 of the 39 potential * crossover’ vessds (mostly small entities) will beallowed to continue
inthe opilio fishery.

12.2.12 Vessds excluded from the pollock fisheries

Through analysis of the digibility requirements, combined with testimony to the Council from affected
individuals, it has become apparent that at least two (possibly three) vessds with history in the BSAI pollock
fisheries have been excluded from future participation in that fishery by the digibility requirements contained
intheAFA. Whilethesevessdshavehistorical participation, they did not participatein therecent (1996/1997)
period required by the Act. While these vessds do not comprise a ‘substantial number’ of small entities
(relative to the total which qualify under the more general license limitation or to the total number of AFA-
digible vessds), the exclusion could be expected to have a significant, negative impact on their operations, to
the extent that pollock fishinginthe BSAI historically contributed alarge portion of their total fisheriesincome.

12.2.121 Measures to Mitigate Impacts of this Exclusion

Thelist of digiblevessdsis one of the two sections of the AFA that the Council cannot alter. Theexclusion
of the vessd's mentioned above, while of concern to the Council, is not an issue for which the Council can
evaluate or consider mitigating alternatives. Only Congress, through amendment tothe AFA, could effect such
achange Therefore the exclusion is not being analyzed as part of the Council’s decision; rather it is being
mentioned aspart of anoverall package, comprised of both Council actionsand Congressional mandates, which
will beimplemented through aregulatory package being promulgated by NMFS. A potentially compensating
factor isthat they will not be subject to sideboard restrictions in other fisheries, and can therefore attempt to
make up lost revenues by increasing participation in other fisheries. Other mitigating alternatives are beyond
the purview of the Council.

12.2.13 Recordkeeping and reporting requirements (RRR)

Additional recordkegping and reporting requirements  would be expected as a result of the creation of several
inshore cooperatives that each independently utilize its own unique quantity of pollock catch as an aggregate
of theindividual allocation of its member catcher vessds. The new recordkesping and reporting requirements
would be required to be submitted to NMFS by the fishery cooperative management, not by each individual
catcher vessd operating as a cooperative member. Therefore, this additional recordkesping and reporting
requirement would not adversdy impact small entities. Inshore AFA cooperatives would not qualify as small
entities as defined by the Small Business Administration.

The proposed sideboard measures are not expected to require additional recordkesping or reporting for the
small entities identified; rather, the burden of accounting for the sideboard limits will fall to NMFS.
Participation in pollock co-ops may necessitate additional paperwork burdens for these entities within the
structure of the co-op agreements in terms of catch and bycatch alocations and accounting for those
allocations; however, such participation would be voluntary and is outside the scope of the sideboard
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provisions. Processor sideboard provisions, depending onthelevd at whichthey areimplemented, could entail
additional recordkeeping and reporting for those processors, but they are not defined as small entities for
purposes of the IRFA, nor have decisions been made yet with regard to processor sideboards.

12.2.14 Rdevant Federal Rules

This action is authorized by the AFA in conjunction with the Magnuson-Stevens Fisheries Conservation and
Management Act as amended in 1996.

12.2.15 Summary and Conclusions
12.2.15.1 Co-op structure

Independent catcher vessd operators participating in the inshore component of the BSAI directed pollock
fishery will be affected, both positively and negatively, by the establishment of AFA fishery cooperatives.
However, as currently designed, independent catcher vessdls could be expected overall to be worse off under
the AFA cooperative structure than compared with their experience under the open-access fishery of recent
years. The primary benefit to catcher vessd participation as an AFA inshore co-op member isthat the vessd
owner receives some assurance for the option of catching a specific amount of pollock equal to the vessd’s
catch history as determined by NMFS. The primary disadvantageis that this allocation may not be optimized
for its economic val ue given the absence of acompetitive ex-vessd market with morethan one potential buyer.
Furthermore, the potential catch would likely be reduced for independent catcher vessds that do not join an
AFA cooperative.

No catch allocation is granted to catcher vessdls whose owners choose not to participate in an AFA co-op.
Therefore, they must operate in the open access fishery that will, in all probability, be composed of a smaller
“poal” of allowable catch. This reduction in allowable catch in the open access pollock fishery will occur in
the amount equal tothereserved catch all ocations granted by NM FSto catcher vessdl operationsthat do choose
to join an AFA co-op. As a result, non-cooperative catcher vessds with smaller catch capacities may be
disadvantaged intheopen-accessfishery. Thiscondition could be exacerbated inthe event that catcher vessds
with small catch histories, but with large per-trip harvest capacity, choose not to join a co-op and intentionally
target pollock in the open-access harvest “pool”. Given the predicably shorter  open-access fishery resulting
from a reduced available catch, the smaller the per-trip harvest capacity of an inshore independent catcher
vessd, the less successful its operation would be in the open access fishery created under the AFA.

Given their expected annual gross revenues of less than $3 million, many operatorsin the fishery impacted by
the proposed action are small entities. For many of the catcher vessdls operating in the inshore component of
the directed pollock fishery, it may be assumed that these entities are independently owned and operated. In
addition, thereare numerous catcher vessdsin thisfishery that, to somedegree or another, areablend of being
partially-owned or fully-owned by shore-side processors. However, the ownership characteristics of catcher
vessds operating in the fishery has not been thoroughly analyzed to determine what degree, if any, they are
affiliated with a larger parent company. Furthermore, because NMFS cannot quantify the exact number of
small entitiesthat may beindirectly affected by thisaction, or quantify the magnitude of those effects, NMFS
cannot make a finding of non-significance under the RFA, with regard to issues of inshore co-op structures.
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12.2.15.2 Sideboard measures

Sideboard limits are established to limit the amount of non-BSAI pollock which can be harvested by AFA-
digible vessds. Generally theselimitsfreezein placethe current distribution of catch between AFA and non-
AFA vessds. Morerestrictivesideboard options considered woul d negatively impact thesmall entitiesinvolved
in the AFA fleet, rdativeto other aptions, thoughit is uncertain whether such differences would be significant.
More lenient sideboard options would generally benefit the AFA flegt, though it would be at some expenseto
theremaining (non-AFA) flest, many of whomarealso small entities. Inessence, thedegreeof sideboard limits
represents a trade-off in impacts to two sectors of small entities, as is the case with most allocation-based

management actions.

While thedifferencesin sideboard optionslikely are not significant, particularly given the mitigating measures
included, they do affect a substantial number of small entities. In combination with the co-op structureissues
described in this section, it is impossible to make a finding of non-significance with regard to the collective
actions in this amendment package

12.3  Section 303(a)(9) -Fisheries Impact Statement

This section of the Magnuson-Stevens Act requires that any management measure submitted by the Council
take into account potential impacts on the participants in the fisheries, as well as participants in adjacent
fisheries. Chapters 6, 7, 8, and 11 detailed the expected impacts of the alternatives on the participants (AFA
digible vessdsand conversdy, thenon-AFA vessds). The AFA established the pollock limited harvesting and
processing entities, theallocations among the sectors, and the provisionsfor development of cooperatives. The
AFA also established provisions for the development of sideboards, which are in fact designed to address
impacts to other fisheries participants, and the focus of this amendment packageis on these very sideboards;
i.e, the whole scope of the proposed measures is to mitigate impacts on other fisheries which may ariseas a
result of the Act itsdf. Thevery nature of the sideboards isto preservethe status quo, thereby minimizing the
impacts of the Act and fishery cooperatives on the non-AFA flegts. The development of these sideboard
measures, based on the analysesin the preceding chapters, is not expected to have significant impacts on other
fisheries, other than to protect their share of various fisheries resources. Basing the sideboard provisions on
landed catch will increase the protection afforded to other fleets. Management of these caps should allow the
AFA fleet to till conduct directed fisheries for species which they targeted during the years 1995-97, though
perhaps at somewhat reduced levels.

124 Section 303(b)(6) - Limited Entry Considerations

The AFA prescribed alimited entry program for the BSAI pollock harvest and processing sectors by naming
the specific catcher processors, catcher vessdas, motherships, and shoreside processors which are digible.
Nothing in this proposed amendment package addresses or attempts to revise that prescribed set of players.
The sideboard measures areintended to limit harvest and processing by the AFA-digible participantsin non-

pollock fisheries, and with the exception of alternativesin the crab sideboards, do not proposeto further limit
entry inthese fisheries.  The notable exception is contained within certain alternatives which would prohibit
AFA vessds from continuing to fish in certain crab fisheries, where they are otherwise qualified under the
Council’s license limitation program (LLP).

In October of 1998 the Council revised its crab LLP by imposing additional recent participation requirements

(had to havefished in 1996, 1997, or 1998 in addition to the original requirements). This action reduced the
overall crab fleet from 365 to approximately 297 vessdls. Of theremaining 297 vessdls approximatdy 40 of
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those are also AFA-digible and arelimited, for certain species/area endorsements, from future participation
inthe crab fisheries. In some crab fisheries they are also limited to ther historic portion of the crabb GHL.
The Bristol Bay red king crab fishery and opilio fisheries are good examples. In the BBRKC fishery, AFA
vessds must be LLP qualified to fish. They will then be capped at their average landings history for the five
yearsthefishery was open from 1991-97. Theopilio fishery was treated differently. A vessd must have had
landings in the opilio fishery in at least four years from 1988-97 to be allowed to participate in this fishery
under the AFA sideboards. This action reduced the number of vessds digibleto participatein the fishery by
about 35 when compared to the LLP program. In bairdi, no fishing will be allowed unless and until the
biomass is rebuilt.

A separate analysis was prepared which will beincorporated as part of the overall AFA amendment package.
That analysis, prepared by Dr. Scott Matulich of Washington State University under contract to the Council,
examined theissue of reative dependence on the crab fisheries of all participants, including the AFA vessds
which could be most directly impacted. That analysisisincluded as Appendix 111 to this document.

12.5 Nationa Standards

The following National Standards contained within the Magnuson-Stevens Act are addressed, where relevant

to the actions taken by the Council under this amendment package. Most of these standards would not be
affected by the proposed sideboard provisions - whilefundamental in-season management changes areimplied

by some of the alternatives, they do not change the overall management structure reative to the National

Standards.

National Standard 1 - Conservation and management measures shall prevent overfishing while achieving, on
acontinuing basis, theoptimumyidd fromeach fishery. TheCouncil’ spreferred alternativewould not impact
National Standard 1.

National Standard 2 - Conservation and management measures shall be based upon the best scientific
information available. Information contained in this amendment package was derived from the best sources
of information available to Council and NMFS Staff.

National Standard 3 - To the extent practicable, an individual stock of fish shall be managed as a unit
throughout itsrange, andinterrelated stocks of fish shall bemanaged asaunit or in close coordination. Nothing

within thisamendment packagewill impact how NM FS and ADF& G managefish stocksinreationto National

Standard 3.

National Standard 4 - Conservation and management measures shall not discriminate between residents of
different states. If it becomes necessary to allocateor assign fishing privileges among various U.S. fishermen,
such allocation shall be (A) fair and equitable to all such fishermen, (B) reasonably calculated to promote
conservation, and (C) carried out in such a manner that no particular, individual, corporation, or other entity
acquires an excessive share of such privileges

Specific limited entry and all ocative measures were prescribed by the AFA, but those are not thefocus of this
amendment package. Allocation of pollock and associated groundfish among  the co-ops will be required by
NMFES, but that is also fairly prescribed by the Act. Within the possible sideéboard measures there are
alternatives which will impact the distribution of the groundfish sideboard all owances among sector or co-ops,
although such sideboards are generally prescribed by the Act. The Act also contains provisionsto limit shares
of harvest and processing, though again those measures are not included in this amendment package. One

S\maria\AFA\afaeal.wpd 319 January 2000



aspect of the sideboard which could further limit entry are options which would preclude AFA catcher vessds
from further participation in certain BSAI crab fisheries. This exclusion is basad on AFA, LLP, and
participation history in the crab fisheries, not on any criteria of state residency.

National Standard 5 - Conservation and management measures shall, where practicable, consider efficiency
in the utilization of fishery resources, except that no such measure shall have economic allocation asits sole
purpose. The Council’s preferred alternatives provided protections for non-AFA fishing fleets as mandated
by the AFA. Within that system, efficient operations (both AFA and non-AFA) should continue to compete
for the non-AFA species.

National Standard 6 - Conservation and management measures shall takeinto account and allow for variations
among, and contingencies in, fisheries, fishery resources, and catches.

The passage of the AFA precludes most of the fishing fleet from future participation in the BSAI pollock
fisheries. Conversdy, thesideboard provisions developed by the Council aredesigned tolimit the AFA vessdls
and processorsin terms of what they can do in the non-pollock fisheries. The combined effect of these actions
will be to lock in place the relative catch distributions by sector and species. Rdative to the status quo
fisheries, this will decrease the flexibility to enter and exit fisheries and decrease the ability to respond to
variations and contingencies among fisheries, such as quota changes, price changes, and market fluctuations.

National Standard 7 - Conservation and management measures shall, where practicable, minimize costs and
avoid unnecessary duplication.

Primary costs associated with the proposed measures (other than opportunity costs discussed above) will fall
ontheNMFSas additional implementation, monitoring, and enforcement requirementsarecreated. Depending
on the levd at which sideboard limits are applied, these additional costs to the agency could be significant.
Chapter 9 addresses these issues in some detail.

National Standard 8 - Conservation and management measures shall, consistent with the conservation
requirements of this Act (including the prevention of overfishing and rebuilding of overfished stocks), takeinto
account the importance of fishery resourcesto fishing communities in order to (A) provide for the sustained
participation of such communities, and (B) to the extent practicable, minimize adverse impacts on such
communities.

While none of the proposed actions directly involve community leve issues, some of the sideboard provisions
could indirectly affect coastal communities to the extent that the vessels directly affected are homeported or
ddiver catchtothosecommunitiesfor processing. No attempt has been madeto quantify thoseimpacts asthey
are generally expected to be along the lines of status quo - i.e, the provisions are designed to maintain the
current distributions of catch by species among the various fisheries participants.

National Standard 9 - Conservation and management measures shall, to the extent practicable, (A) minimize
bycatch, and (B) to the extent bycatch cannot be avoided, minimize the mortality of such bycatch.

Sideboard caps were calculated based on landed catch history of the AFA fleet. The Council sdected this

option becausethey did not wishto give catch history credit for discarded fish. Theextent towhichthediscard
rates of the flegts vary by species was provided in Chapter 11.
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The Council may reducethe bycatch caps overall through theamendment process. Oneof theissues discussed
in thisanalysisis the necessary bycatch associated with current fisheries, now that bottom trawling is banned
for pollock. However, any savingsinthat areaislikdy tobesmall, sincethepollock fisherieshavehistorically
accounted for a small portion of the crab and halibut bycatch.

National Standard 10 - Conservation and management measures shall, to the extent practicable, promote the
safety of lifeat sea.

The preferred alternatives seected by the Council should not have any negative impactson  the safety of life
at sea

13.0 LIST OF PREPARERS
13.1  Primary Authors

Darrdl Brannan, Chuck Hamd, and Chris Oliver
North Pacific Fishery Management Council

13.2  Other Contributors and Organizations Consulted

Jane DiCosimo, David Witherdl and Gail Bendixen
North Pacific Fishery Management Council

Chapter 3
Tamra Faris

National Marine Fisheries Service, Alaska Region

Chapter 4
Jay Ginter
National Marine Fisheries Service, Alaska Region

Chapter 8
Marcus Hartley and Pat Burden

Northern Economics, Inc.

Chapters 9 and 10
Kent Lind, Sue Salveson, Galen Tromble, John Sproul, and other staff
National Marine Fisheries Service, Alaska Region

Numerous industry contacts were also made in the drafting of this document.

S\maria\AFA\afaeal.wpd 321 January 2000



